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Cottage industries constitute an integral and continu-
ing element in India's economic structtire. They also hold 
importance from the standpoint of the volume of employment 
and its contribution to national income. They are next to 
agriculture. According to 1981 census/ 28.6.4 per cent of the 
total work-force in Eastern Uttar Pradesh were engaged in 
cottage industries; whereas 79.35 per cent were engaged in 
agriculture and 4.98 per cent were engaged in cottage 
industries as independent workers. Its contribution to 
national income is estimated at 49 per cent as against 15.4 
per cent by the factory enterprises (1980-81) . 
The present study is based on the hypothesis that growth 
and development of cottage industries is vital for both the 
industrial and agricultural sectors. Even ih developed 
economies, the cottage industries continue to occupy a signi-
ficant position. In the United States of America, 90 per cent 
of the total industrial establishments are small units employ-
ing upto 10 workers each. These enterprises accountfo'f 25 
per cent of employment in the manufacturing sector and 22 per 
cent of the output of all manufacturing establishments. Japan's 
prosperity has been duly built from below and is based on the 
contribution made by cottage industries' units. In fact, 
cottage enterprises have played a significant role in the 
recovery and growth of the Japanese economy. At present 
about 95 per cent of all manufacturing and commercial estab-
lishments are cottage enterprises, employing less than 20 
workers in manufacturing units and less than 5 workers in 
commercial establishments. These enterprises are governed 
under the basic law of Cottage Enterprises of 196 3, and are 
entitled for facilities, assistance, and concessions from 
various Government agencies. 
In countries like Korea and Taiwan, there has in fact 
been a rapid growth of cottage units. In both these countries, 
cottage industry forms the overwhelming number of manufactur-
ing enterprises offering employment opportunities to a large 
number of persons. The industry figiires prominently in these 
countries' export trade. In Korea, cottage industries account 
for about 98 per cent of all establishments in mining, manu-
facturing and transportation. Employee-wise, this sector 
accounted for about 65 per cent of all employees in this 
segments of industries: Of these employees, 29 per cent are 
working in these units with less than 20 workers and more 
than 90 per cent in units with less than 100 employees. In 
terms of output, cottage industries account for about 48 
per cent of the output in manufacturing sector, while in 
exports these industries were contributing about 40 per cent 
of the total. In case of Taiwan/ where bulk of cottage 
enterprises are small, cottage units are family enterprises, 
employing about 60 per cent of the labour force of the 
country, and accounting for about 25 per cent of the total 
production. 
In the neighbouring countries like Nepal, Pakistan, 
Sri Lanka, Afghanistan and Bangladesh, where industrialisation 
is at its initial stages, there seems to exist a great aware-
ness on the part of their Governments to grow and develop 
cottage industries. These countries, in order to reconstruct 
their economies through their development programmes, are 
offering support to cottage industries. 
The development programmes for cottage industries 
pertain to the problems faced by them. These problems are 
more or less similar in nature. Japan has experienced similar 
difficulties as faced by India at the time of initial stages 
of her development. These problems are: (i) lack of adequate 
finance, (ii) lower technological base, (iii) weak manage-
ment, and (iv) lack of marketing facilities. In addition, 
there are several other problems due to inadequate linkage 
between large and small industries and excessive concentration 
in urban areas utilising major portion of available raw 
material. Most of the units are proprietory concern; and 
have yet to adopt sophisticated manufacturing techniques 
being used by large scale units. 
With a view to analyse the impact of rural banking 
on the development of cottage industries. Eastern Uttar 
Pradesh has been selected as sample area. The region is 
less-developed in comparison to the Western region. Eastern 
Uttar Pradesh/ being predominantly agrarian, is most suitable 
for the growth and development of cottage industries. The 
findings of the study underline that the cottage industries 
can help accelerate the rate of development of any part of 
the country provided attempts are made to minimise their 
problems especially the credit needs. The credit institutions 
must pragmatically come forward to meet the requirements of 
cottage industries. 
The present study has, therefore, been designed to 
examine the role of rural banks in relation to the develop-
ment o£ cottage industries. Rural banks can be instrumental 
in generating industrial surge provided they implement 
their programmes properly. 
The study has been divided into seven chapters. Each 
chapter is inter-related and offers a composite view: 
Chapter I is devoted to the economy of Uttar Pradesh and 
its Eastern region. The various determinants of the economy, 
viz., per capita income, working force, agricultural produc-
tivity, road mileage, irrigated and cropped areas, per capita 
consumption of electricity, occupation of the population and 
density of population, have been discussed and analysed. The 
discussion and analysis lead us to infer that the economy of 
Uttar Pradesh and specifically to its Eastern region is 
backward/ and that special efforts are needed to rescue 
the economy from its present low level of development. 
Chapter II deals with the role of cottage industries in 
the national economy, in the economy of Uttar Pradesh and 
its Eastern region. It focusses on development/ problems and 
prospects of cottage industries. We have also discussed the 
glorious past of the cottage industries, their role in an 
agrarian economy and their growth and development. An attempt 
has been made to assess the problems and prospects of the 
handlooms/ sericulture, oil, soap, and handmade paper 
industries, which together provide vast employment opportunities 
to the rural masses. They also help in achieving the goals of 
equitable regional distribution of industries, and wealth. 
The various problems such as of raw materials, finance, 
technique of production and marketing of their products, affect-
ing the well being of cottage industries, have also been 
discussed. We conclude that cottage industries in the Eastern 
region are facing several problems. Among these problems# 
finance is one of the most important requirements for the 
development of cottage industries. 
Chapter III deals with credit requirements of cottage 
industries and their financing by rural banks in Eastern 
Uttar Pradesh. It may be stated that the region is dominated 
by non-institutional credit agencies like moneylenders. 
indigenous bankers^ landlords/ coiranission agents, and friends 
and relatives o£ cottage entrepreneurs. Exorbitant interest 
rates add to the exploitation of the illiterate rural workers 
and cottage entrepreneurs. Keeping this in view the Govern-
ment have assigned the financing of cottage industries to a 
nxiraber of organised financing agencies, viz.. State Bank of 
India, Commercial Banks and cooperative banks, etc. However, 
the unorganised money market still continues to be the main 
source of finance to India's rural masses. The newly estab-
lished Regional Rural Banks are trying to fill the credit 
gap within their limited resources. Nevertheless there exists 
a vast credit gap in rural Eastern Uttar Pradesh. 
Chapter IV is devoted to the organisation, functions 
and management of the Regional Rural Banks. The study 
focusses on the management, capital structure, functions and 
branch expansion policy of these banks with particular 
reference to Uttar Pradesh and its Eastern region. Their 
performance has been assessed on the bases of the suitability 
of their location, expansion of banking facilities, deposit 
mobilisation, advance-deposit ratio, recovery performance, 
quality of lending, their managerial and financial viability. 
Chapter V deals with the Regional Rural Bank's financing 
of cottage industries in the region. The discussion and 
analysis mainly relate to the performance of the 12 RRBs, 
operating in the 14 Eastern districts. Various data collected 
from these banks have been statistically examined and 
summarised. The analysis reveals that some branches of 
RRBs have really paid attention to their assigned task, and 
have succeeded in fulfilling their targets. 
Chapter VI deals with the impact of rural banking on the 
development of cottage industries in Eastern Uttar Pradesh. 
We have also discussed the direct financing by the Regional 
Rural Banks to the weaker sections. These banks have 
succeeded in projecting the image of a 'small man'p bank' or 
the poor villagers' 'own bank*. On the basis of lending 
performance of these banks, it may be said that they have 
recorded tremendous growth in respect of the cottage 
industries and agricultural sector. We have also found out 
the trend percentages, current ratios, acid test ratio and 
debt to equity ratio, etc. These have been calculated by 
utilising the available data pertaining to the 9 Regional 
Rural Banks operating in the region. Prom the discussion, 
it is revealed that the impact of rural banking on' the deve-
lopment of cottage industries, though not fully satisfactory^ 
is significant. Thus further efforts are needed on the part 
of the policy makers and functionaries of these banks. 
Chapter VII sums up the findings and gives suggestions 
regarding (i) rural banks and (ii) cottage industries. It 
also provides a scheme for developing cottage industries 
with the assistance of Government and financing agencies. 
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The author will be greatly rewarded if the work would 
provoke further discussion on the subject matter. The 
author's analysis leads support to his thesis that develop-
ment and growth of cottage industries is vital for the 
development of Indian economy. Our cherished goal of 
socialist society in the country may become a reality if 
cottage industries are promoted and developed. However/ 
they must work on sound business principles, using modern 
techniques. Above all/ the viability of cottage units 
largely depends on the policies and programmes followed by 
the financial institutions. 
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Introduct ion 
INTRODUCTION 
Cottage Industries form an integral and continuing element 
in India's economic structure. Prom the standpoint of the 
volxime of employment and its contribution to national income, 
cottage industries carry importance indeed. 
This sector is next to agriculture. According to Census 
1981, the working force in Eastern Uttar Pradesh was 28.64 
percent of the total work force whereas 79.35 per cent were 
engaged in agriculture and 4.98 per cent were engaged in cottage 
industries as independent workers. Its contribution to country"s 
income is estimated at 49 per cent as against 15.4 per cent of 
factory enterprises (1980-81), The significance of these 
industries in the national economy is, therefore, obvious. 
The development of cottage industries is necessary for both 
the developed and developing economies. Industrially developed 
countries during their earlier development process emphasised on 
the development of cottage industries. Even today their economic 
structure is dominated by cottage industries. In the United 
States of America, 90 per cent of the total industrial establish-
ments are small units employing upto 10 workers each. These 
enterprises account for 25 per cent of employment in the 
manufacturing sector and 22 per cent of the output of all 
manufacturing establishments- Japan's prosperity has been 
duly built from below and is based on the contribution made 
by cottage industries' units. In fact, cottage enterprises 
have played a significant role in the recoveiry and growth of 
the Japanese economy. At present, about 95 per cent of all 
manufacturing and commercial establishments are cottage enter-
prises, employing less than 20 workers in manufacturing units 
and less than 5 workers in commercial establishments. These 
enterprises are governed under the basic law of cottage 
enterprises of 1963, and are entitled for facilities, assis-
tance, and concessions from various Government agencies. 
In countries like Korea and Taiwan, there has in fact been 
a rapid growth of cottage units. In both these countries, 
cottage industry forms the overwhelming number of manufacturing 
enterprises offering employment opportunities to a large number 
of persons. The industry figures prominently in these 
countries' export trade, in Korea, cottage industries 
accounted for about 98 per cent of all establishments in 
mining, manufacturing and transportation. Employee-wise, 
this sector accounted for about 65 per cent of all employees 
in this segment of industries: Of these employees 29 per cent 
are working in these units with less than 20 workers and more 
than 90 per cent of units with less than 100 employees. In 
terms of total output, cottage industries accounted for about 
48 per cent of the production in manufacturing sector; while 
in exports these industries were responsible for about 40 per 
cent of the total. In case of Taiwan, where bulk of cottage 
enterprises are small, cottage units are family enterprises. 
These units employ about 60 per cent of the labour force of 
the country and account for 25 per cent of total production. 
In the neighbouring countries like Pakistan, Nepal, 
Afghanistan, Bangladesh and Ceylone, where industrialisation 
is at its initial states, there is a greater awareness on the 
part of their Governments to grow and develop cottage industries, 
All these countries through their development programmes^ are 
trying to provide support to cottage industries in order to 
reconstruct their national economy. 
A surprising element about the development programmes qf 
cottage industries in all the above countries, pertains to the 
problems faced by them. These problems are more or less 
similar in nature. Japan has experienced similar difficulties 
as faced by India at the time of initial stages of her develop-
ment. These problems are (i) lack of adequate finance, (ii) 
lower technological base, (iii) weak management, and (Iv) lack 
of marketing facilities. In addition, there are several 
other problems due to inadequate linkage between large and 
small industries and excessive concentration in urban areas 
utilising major portion of available raw material. Most of 
the units are proprietory concerns and have yet to adopt 
sophisticated manufacturing techniques being used by large 
scale units. 
Problems Stated 
In India the problems of cottage and village industries, 
are magnified by the tremendous size of the country. Further, 
India's density of population varies widely and so does the 
range of problems. Since India is a developing country, the 
main and foremost problem is that of finance and all other 
centre 
problems/around this main problem. Small loans are provided 
by a number of agencies/ although no specific institution 
was set up for the purpose. In Uttar Pradesh, State Aid to 
Industries Act was passed, which provided loans to cottage 
industries ranging from Rs. 1,000.00 to Rs. 50,000. Agro-
based industries and those located in rural areas, have been 
accorded preference loans upto Rs. 1,000.00 are advanced on 
personal bonds, and against one or more personal securities 
upto Rs. 5,000.00. Above this figure, security is to be 
provided against the value of which 75 per cent is granted 
as loans. 
Another important agency for the grant of loans to cot£age 
and village industries is the Khadi and Village Industries 
Commission/ and its constituent Boards at the State level. 
The Commission/Board provides both the grant and loan to 
specified cottage and village industries. The Uttar Pradesh 
Khadi and Village Industries Board provides subsidy and 
loans to these industries which amounted to Rs. 29.47 lakhs 
and Rs. 237.45 lakhs respectively during 1981-82. The total 
value of the production of all kinds of cottage and village 
industries, was estimated at Rs. 7,098.32 lakhs while sales 
were valued atRs. 8,160.09 lakhs. Employment opportunities 
were provided to 2,03,863 persons during the same year. These 
grants and loans are made to recognised institutions which 
engage in activities which are eligible for assistance. However, 
these industries operate on a very small scale and mostly without 
power. Such assistance could be more usefully spent on moder-
nisation of cottage and village industries. 
National Bank for Agriculture and Rural Development 
(NABARD) is providing industrial loans through its various 
liberalised schemes meant for the cottage and village industries 
and rural crafts since its inception in July, 1982. This 
institution is providing refinancing facilities through banks 
and cooperative institutions to these industries at a 
concessional rate of interest. NABARD also provides working 
capital requirements, covering production and marketing acti-
vities at 40 per cent of the anticipated production and 60 
per cent of sales. 
Thus, with the above liberalised schemes it may be hoped 
that NABARD will play an effective role in revitalising these 
industr ies having a significant place in India ' s economy. 
^0 , / y 
The State Bank of India is operating a- nximber of schemes 
in providing the financial assistance to cottage and village 
industries. The State Bank of India provides loans upto 
Rs. 5,000.00 with no security. Loans are available for 
expansion of an existing unit or for working capital. This 
bank is opening branches in small towns and villages for 
rendering valuable services to cottage industries by providing 
finances both directly and indirectly for rural industrialisation, 
It may be inferred that numerous agencies are in operation 
in India to assist small and cottage industries. The commer-
cial banks, which were nationalised in July, 1969, and 
April,1980, are expected to extend their operations to rural 
areas. A 'Lead Bank' has been designated in each district. 
The advent of the Regional Rural Banks in October, 1975, which 
will survey the credit requirements for cottage industries 
and will try to help meet these, is an significant step. This 
will undoubtedly make available more credit to cottage 
industries in rural and semi-urban areas. 
Research Methodology 
To arrive at correct conclusions reliance has been placed 
on primary data, which have been interpreted according to their 
relevance. Not only the data provided by the Regional Rural 
Banks themselves, have been extensively used, but the data 
from other sources including the Governmental and non-Govern-
mental agencies have been obtained. However, care has been 
taken to sift 'true' from 'untrue'. Interpretations have 
been made using statistical techniques to find out: arithmetic 
averages, standard deviation, coefficient of variantion, 
trend percentages, current ratios, acid test ratio, debt to 
equity ratio and capital employed. The data were collected 
from various sources for the purpose of this study. Annual 
Reports of the 12 Regional Rural Banks, printed materials 
available from the Directorate of Institutional Finance, 
Lucknow, Annual Reports (Hindi Edition) of Uttar Pradesh coope-
rative Bank, Lucinow, Annual Reports (Hindi Edition) of the 
Directorate of Industries, Kanpur, Annual Reports (Hindi 
Edition) of Khadi and Village Industries Board, Lucknow, and 
printed materials available from the State Bank of India, 
Regional office, Lucknow, have also been consulted and data 
and information given in these have always been utilised. 
The use has been made of both the 'inductive' and 'deductive' 
methods. Before placing reliance upon official data and informat-
ion, they have been analysed, interpreted and tested. Thus, 
reliable facts and information only have been incorporated in 
the study. 
Scope of Study 
Under the circumstances, it is necessary to examine the 
'Impact of Rural Banking on the Development of Cottage Industries 
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in Eastern uttar Pradesh*. The future significance of such 
study would be a great value to planners of India. 
With this in view, present study attempts to examine in 
detail the problems of cottage industries in Eastern Uttar 
Pradesh, their credit requirements and various sources of 
finance. Findings of cottage industries by Regional Rural 
Banks has also received due emphasis in this study. 
The scope of this study is limited to the Eastern part of 
Uttar Pradesh comprising 15 districts; namely,Allahabad, 
Azamgarh, Bahraich, Ballia, Basti, Deoria, Paizabad, Ghazipur, 
Gqda, Gorakhpur, Jaunpur, Mirzapur, Pratapgarh, Sultanpur 
and Varanasi. We have selected this region of Utter Pradesh 
for the puirpose of this study owing to its being economically 
backward and presenting a picture of backwardness within 
backwardness. There are a large number of cottage and village 
industries functioning in this region, and as such there is 
scope for their development if proper efforts are mustered 
by the development and aid agencies of the Pradesh in parti-
cular and that of the country in general. The subject matter 
of this study has been divided into seven chapters. Though 
inter-related, each chapter deals with a specific aspect of the 
study. 
Framework of the Thesis 
Chapter I is devoted to the economy of uttar Pradesh and 
its Eastern Region. The various aspects of the economy like the 
low per capita income/ working force, low agricultural produc-
tivity, low mileage of roads, irreigated and cropped areas and 
lower per capita consumption of electricity, etc., indicating 
economic backwardness of the region, have been discussed. 
Chapter II deals with the role of cottage industries in 
the national economy, in the economy of Uttar Pradesh and its 
Eastern region, their development problems and prospects. We 
have discussed the sitviation of the glorious past pertaining 
to the cottage industries. India was the birth place of cotton 
manufacture. Decay of cottage industries, cottage industries' 
in an agrarian economy, their growth and development of cottage 
industries, have also been referred to in this chapter. An 
attempt has been made to assess the problems and prospects 
of the development of handlooms, sericulture,oil, soap, and 
hand made paper, industries which together provide vast employ-
ment opportunities to rural masses. They also help in achieving 
the goals of equitable regional distribution of industries, 
and equitable distribution of wealth. The various problems 
such as of raw materials, finance, techniques of production 
and marketing of the products, affect the well being of cottage 
industries, have also been discussed. 
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Chapter III is devoted to the credit reqiurements of 
cottage industries and financing by rural banks in Eastern 
Uttar Pradesh. We have analysed important problems of finance, 
financing of cottage industries abroad and estimation of 
credit requirements of cottage industries. Reserve Bank of 
India (RBI)/ National Bank for Agriculture and Rural Develop-
ment (NABARD), State Bank of India, Commercial Banks and 
copperative banks are providing financial assistance to cottage 
entrepreneurs. We have also discussed the necessity and role 
of Regional Rural Banks (established on October 2, 1975) in 
filling the credit gap with regard to the cottage industries. 
Chapter IV is devoted to the organisation, functions and 
management of Regional Rural Banks, The study discusses that 
the organisation structure of the Regional Rural Banks in detail. 
The study focusses on the managements capital structure, func-
tions and branch expansion policy of the Regional Rural Banks 
with particular reference to Uttar Pradesh and its Eastern 
region. The performance of Regional Rural Banks has been assessed 
on the bases of the sxiitability of their location, expansion 
of banking facilities, deposits mobilisation, advance-deposit 
ratio and funds position, recovery performance, quality of 
lending, management and financial viability. 
Chapter V deals with RRBs' financing of cottage industries 
in Eastern Uttar Pradesh. We have critically analysed the 
performance of the 12 Regional Rural Banks operatihg in 14 
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districts of the region. We have also given statistical analysis 
of the 12 Regional Rural Banks using arithmetic average, standard 
deviation and coefficient of variation methods. We have found 
that some of these banks are 'more successful' while some others 
as 'not so successful'. 
Chapter VI is devoted to the study of the impact of rural 
banking on the development of cottage industries in Eastern 
Uttar Pradesh. We have discussed the direct financing by the 
Regional Rural Banks to the weaker sections. These banks have 
succeeded in projecting the image of a 'small man's bank* or the 
poor villagers' 'own bank'. It is observed that on the basis 
of the lending performance of these banks, it may be said that 
they have recorded tremandous growth in respect of cottage 
industries and agricultural sector. We have also found out the 
trend percentages/ current ratios, acid test ratio, debt to 
equity ratio and capital employed. These have been calculated by 
utilising the available data for 9 Regional Rural Banks creat-
ing the region. 
Chapter VII gives conclusions and suggestions. The 
chapter sums up the findings, and gives suggestions and measures 
to make rural banks more effective to help develop the cottage 
industries in Eastern Uttar Pradesh more rapidly. 
>  I 
Economy Of Uttar Pradesh 
And Its Eastern Region 
Chapter I 
ECONOMY OF UTTAR PRADESH WITH REFERENCE TO 
ITS EASTERN REGION 
Uttar Pradesh which is the fourth largest State of India 
in respect of area, and which ranks first among all States as 
regards population,continues to be backward. The State occupies 
8.9 per cent of the total area of the country after Madhya 
Pradesh (13.5 per cent)/ Rajasthan (10.5 per cent) and Maha-
rashtra (9.4 per cent). The data given below give a comparative 
picture of Uttar Pradesh vis-a-vis other States: 
Table 1 
THE FIRST SIX STATES OF THE INDIAN UNION 
IN TERMS OF THEIR AREA 
— — • j ^ ^ % of 
^^^^®^ (in sq.km) Total 
1 
2 
3 
4 
5 
6 
Madhya Pradesh 
Rajasthan 
Maharashtra 
Uttar Pradesh 
Andhra Pradesh 
Gujarat 
4,42,841 
3,42,214 
3,07,762 
2,94,413 
2,76,814 
1,95,984 
13.5 
10.5 
9.4 
8.9 
8.4 
5.9 
INDIA 32,87,782 100.0 
Source : INDIA 1983: A Reference Annual, 
Publications Division, Ministry of 
Information and Broadcasting; Govt, 
of India, New Delhi, p.9. 
12 
13 
Uttar Pradesh has a significant location. The State is 
land-locked laying between 23^52• and 31°18'N and 77°10' and 
89°39'E. It is one of the border States of India, bounded by 
Nepal and China in the North. On its Northwest lies Hiraachal 
Pradesh, Haryana in the West, Rajasthan in the Southwest, Madhya 
Pradesh in the South and Bihar in the East. Thus, on the one 
hand, it is linked to the States like Delhi and Haryana which 
have a good industrial base, and on the other, it is connected 
with Bihar State which is predominantly mineral base, having 
immense quantity of coal and iron. 
The State as such can be divided into four main regions : 
The hill areas in the north along the Himalayan regions; the 
sub-mountainous tract consisting of Bhabbar and Tarai; the 
Yamuna-Gangetic plain and the hill plateau region lying to the 
South of the Gangetic Plain. This area is a potential source 
of minerals, fisheries and irrigation. Bhabbar is covered with 
forests which is inhabited by wild animals. The main crops of 
Bhabbar and Tarai are wheat, rice and sugarcane. The Gangetic 
plain has fertile soil and favourable climate which is watered 
by the Yamuna, Ganga and its tributaries. Thus, the State is 
rich in natural resources and affords promise for industrial 
development. Apart from natural resources, human resources 
are in no way inferior. But what is surprising is that such 
1 Tewari, G., Economic Prosperity of the United Provinces, 
Bombay, 1951, pp. 18-20. 
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resources have not been utilised fully and adequately for 
economic surge in the state. 
The 1981 Census put the Pradesh's population at 11,08,62,013 
which ccsnes to 16.2 per cent of the country's total population. 
The Table 2 gives the population of the first six states having 
one of the largest population in the country: 
Table 2 
GROWTH OP POPULATION 
1981 CENSUS 
7^. states population f^^f] Density of popu-
^ *^  Total lation per sq,km 
1 
2 
3 
4 
5 
6 
Uttar Pradesh 
Bihar 
Maharashtra 
West Bengal 
Andhra Pradesh 
Madhya Pradesh 
11,08,62,013 
6,99,14,734 
6,27,84,171 
5,45,80,647 
5,35,49,673 
5,21,78,844 
16,2 
10,2 
9.2 
8,0 
7.8 
7.6 
377 
402 
204 
615 
195 
118 
INDIA 68,51,84,092 100.0 216 
Source : INDIA 1983, A Reference Annual, Publication Divi-
sion, Ministry of Information and Broadcasting, 
Government of India, New Delhi, pp. 7-9. 
It is evident from the above Table that according to 1981 
Census figures, Uttar Pradesh is one of the most populated 
States of India with a density of 377 persons per square kilo-
metre. However, it stands fourth after Kerala (654), West 
Bengal (615) and Bihar (402) — the national average being 216 
15 
persons per square kllanetre. 
THE ECONOMY 
The economy of the State is mostly agrarian with a weak 
industrial base for secondary sector. About 60 per cent of the 
State's Domestic Product originates from its agriculture. During 
the year 1976* the net irrigated area as percentage of net 
cultivated area works out to 45.8 per cent as compared to 24.2 
per cent for the country as whole. 
According to 1981 Census, 29.13 per cent of the total 
population of the State was categorised as workers. Out of 
this work force, 58.02 per cent was engaged as cultivators 
and 16.32 per cent as agricultural labourers. In all, 74,34 
2 per cent were working in agriculture and allied activities. 
As revealed by 1981 Census, comparable figures of the 
working force as percentage of workers engaged as cultivators 
declined in 1981 from 58.52 per cent in 1971 to 58.02 per cent, 
whereas the percentage of agricultural labourers increased 
from 23.09 per cent in 1971 to 27,16 per cent in 1981, indicat-
ing thereby that a large number of persons who were classified 
as cultivators in 1971 had been reported as agricultural labour 
in 1981 on the basis of their main activity, mainly because of 
1 The Times of India: Directory and Year Book, 1980-81. The 
Times of India Press, Bombay, p.105. 
2 Census of India, 1981, Series-I, Paper 3 of 1981, Govt, 
of India, New Delhi, p.34. 
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fragmentation of holdings at lowest level and also for the 
reason that agricultural labour households prefer to remain 
linked to their villages on account of their ability to find 
work on other farmers' fields despite low wages. Therefore, 
we find that "an appalling situation in Uttar Pradesh is 
revealed not only by the fact that a large percentage of non-
workers exist, but also by the fact that rural population and, 
therefore, workers engaged in cultivation, are and excessive 
burden on land ... A large population coupled with faulty 
2 
structure and backwardness." This may be inferred from 
the following data: 
Table 3 
OCCUPATIONAL DISTRIBUTION OF WORKING POPULATION 
(1981 CENSUS) 
Occupation 
1 Cultivators 
2 Agricultural 
Labourers 
3 Household Industry 
4 Other workers 
Total 100.00 100.00 100.00 100.00 
Source; i) Census of India, 1981, Series-I, Paper 3 of 
1981, New Delhi, 1982, pp. 31-32. 
ii) INDIA 1983, A Reference Annual, Pxoblication 
Division, Govt, of India, New Delhi, p.307, 
1 Draft Annual Plan, 1982-83, Planning Dept., Govt, of U.P., 
Lucknow, p.l. 
2 Waseem, S.M,, Agriculture - Led Growth Sine Qua Non for 
Economic Development, Problems of Agriculture in Uttar 
Pradesh, Society for Development of U.P., Kanpur, 1973, p,114, 
UTTAR 
1971 
58.52 
23.09 
r 1.28 
17.11 
PRADESH 
1981 
52.02 
16.32 
4.39 
21.27 
INDIA 
1971 
43.30 
26.30 
3.50 
26.90 
1981 
41.53 
25.16 
3.99 
29.32 
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The idea regarding the overall growth of both organised 
and xinorganized industrial sector during the last 5 years 
can also be had from the provisional results revealed by 
the Economic Census conducted in 1977 and 1980 respectively. 
These results reveal that in the State the niamber of non-
agricultural establishments/ employing at least one hired 
worker, rose from 3.40 lakhs in 1977 to 4.67 lakhs in 1980, 
recording an increase of about 37 per cent. While the number 
of such establishments declined from 2.08 lakhs in 1977 to 
1.94 lakhs in 1980 in rural areas, their nvimber in urban areas 
increased from 1.32 lakKs to 2.73 lakhs, recording an increase 
of about 107 per cent during the same period. The distribu-
tion of these establishments in the rural and urban areas 
was about 61 per cent and 39 per cent respectively in 1977; 
while the corresponding figures for 1980 stood at about 42 
per cent and 58 per cent respectively. 
Apparently, the figures of production and agricultural 
productivity would tell a satisfactory performance for the 
State. But looking to the fact U.P. employs 74.34 per cent 
(1981 figures) of the State's working population in its 
agriculture and that it is a large-sized State, we conclude 
that the performance of agriculture has been far below than 
its due. Moreover, a major cultivated area of the State 
1 Planning Department, Draft Annual Plan, 1982-83, Government 
of Uttar Pradesh, Lucknow, op.cit., p.l. 
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contains thick and fertile alluvial soil and rainfall is 
good. Irrigation facilities are also more than what is actually 
used. Thus, in view of the prevailing defective cropping 
pattern, backward techniques of production and low yield, 
there exists an ample scope for development. An idea of the 
low yield productivity is revealed by Table 4. 
Looking to Table 4 data we find that Andhra Pradesh 
produced 7,134 thousand tonnes of rice; while in Assam it 
was 2,52 3 thousand tonnes; in Bihar 5,476 thousand tonnes; in 
Haryana 1^228 thousand tonnes; in Punjab 3,223 thousand tonnes; 
in West Bengal and Rajasthan 7,466 and 150 thousand tonnes 
respectively. As against this Uttar Pradesh produced 5,440 
thousand tonnes of rice during the same period. Similarly, 
considering the All-India average of 36,460 thousand tonnes 
i>: ^ 
w 
of wheat output for the year 1980-81, we find that U.P, stands 
first at 13,134 thousand tonnes, with Karnataka standing at 
lowest ebb with a figure of 178 thousand tonnes. 
"The causes for the above explained agricultural situation 
in U.P., are many. Uneconomic agricultural holdings being 
one of the main reasons for the depressed state of agriculture 
in U.P. Other reasons for a depressed agriculture in U.P. 
include soil erosion, water logging, under-utilisation of 
irrigation potential, lack of good fertilizers and manures 
and their use, defective cropping pattern, credit lacunae, 
inadequate warehousing and marketing facilities, and lack of 
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Tab le 4 
STATEWISE PRODUCTION OF PRINCIPAL CROPS IN 1980-81 
(Output In '000 tonnes ) 
S t a t e s / i n d i a R ice Wheat Jowar Maize Ba j r a Gram Sugarcane 
1. Andhra 
Pradesh 
2. Assam 
3. Bihar 
4. Gujarat 
5. Haryana 
6. Himachal 
Pradesh 
7. Jammu and 
Kashmir 
8. Karnataka 
9. Kerala 
10, Madhya 
Pradesh 
11. Maharashtra 
12, Orissa 
13. Punjab 
14, Rajasthan 
15. Tamil Nadu 
16. Uttar Pradesh 
17, West Bengal 
7,134 9 1,089 
2,523 118 
5,476 2,825 5 
557 1,296 583 
1,228 3,600 48 
97 
546 
283 
206 
2,210 178 1,397 
1,292 - 1 
4,002 3,056 1,647 
2,361 931 4,428 
4,331 122 26 
3,223 7,700 1 
150 2,390 340 
3,975 - 535 
5,440 13,134 400 
7,466 473 
571 340 
13 
1,036 7 
403 1,222 
83 484 
429 
13 1,137 
2 174 
140 348 
47 444 
650 466 
10 8 
493 
398 
«w 
9 
200 
mm 
2 
86 
. 
3 
1,271 
49 
677 107 1,126 178 
125 760 
126 5 
602 89 
785 1,164 
83 295 
910 718 
56 1 
150 2,594 
27 306 
200 397 
855 116 
4 1,351 
1,284 6,424 
56 87 
All India 53,231 36,460 10,504 5,721 5,418 4,652 15,402 
Source; The Times of India: Directory 
p. 103. 
and Year Book, Bombay, 1983, 
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Improved seeds. 
"Since agriculture is the prime occupation of the State, 
it has to play a key role in the economic development. It 
should be improved and given the status of a modern industry. 
Any bottlenecks and lacunae, as stated above, should be removed. 
However, sugarcane, and oil seeds that constitute a major 
portion of commercial cropping and have good prospects of 
development, should be specially cared. This will encourage 
the manufactxiring sector thereby inducing development and 
progress. Moreover, floods are another recurrent threat to 
the agriculture of the State. This affects production and 
productivity and is also responsible for diversion of resources. 
It may be inferred that if we relieve the State from occasio-
nal floods, much will be added by way of productivity and 
supplies of foodgrains and raw materials," 
Thus, it is necessary to sustain and develop agriculture. 
It would help induce industrialisation because, "the limita-
tion to capital formation in an xinderdeveloped country is 
its capacity to obtain an agricultural surplus to feed the 
2 
labour engaged in constructing capital." Since, agriculture 
is the prime source of sustenance for the State's population. 
1 Waseem, S,M,, Backwardness, Growth Areas and Development 
Strategies, Economic Backwardness of U.P., Kanpur, 1971, 
p. 119. 
2 Charles, P.K., Economic Development, New York, 1958, p.142, 
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it would add much by way of efficiency and progress* provided 
we rescue agriculture and stabilise if at dynamic levels of 
growth and productivity. Pood ~- cheap and adequate — is one 
of the pre-conditions for undertaking the challenging job of 
balanced economic growth. Thus, "if there is any factor to be 
singled out, as the fundamental limiting factor upon the 
pace of development, then I suggest that it is this marketable 
1 
surplus of agriculture." 
Besides its agrarian characteristics, the economy of U.P. 
is also deficient in respect of power, which is one of the 
prime factors of industrialisation. The total installed capacity 
2 
of power in the State was 3,694 MW during the end of 1982-83. 
Similarly, per capita consumption of power in U.P., was 80 KWH 
3 
as compared to 121 KWH for All India during the same period. 
An atomic power station is being set up at Narora in Bulandshahr 
district of the State. Work on three more thermal power scheme— 
Poricha (Jhansi), Anpara (Mirzapur) and Tanda (Faizabad) — is 
in hand. The State had only 110 electrified villages in 1951, 
4 
but the number increased to 53,367 during the year 1982-83. 
1 Maurice, Dobb, Some aspect of Economic Development, 
Delhi School of Economics, 1952. 
2 Government of India, INDIA 1983: A Reference Annual, 
Publication Division, Ministry of Information and 
Broadcasting, New Delhi, p. 511. 
3 Commerce, Bombay, vol. 141, No. 3608, August 16, 1980, 
p.167. 
4 Government of India, INDIA 1983: op.cit,, p. 511. 
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However/ the position of Uttar Pradesh is better in respect 
of transport. For instance, the State has 20 km of railways 
route length per thousand square Ian of area whereas the All 
India average is 18 km, as on March 31, 1978. The State had 
a road length of 29,213 km (surfaced roads) in 1968-69, which 
increased to 35,489 km, in 1973-74, and to 56,688 km in 1978-79, 
showing an increase of 21.5 per cent during the Fourth Five 
Year Plan (1969-74) and 59.7 per cent during the Fifth Five 
Year Plan (1974-79). The total road length further increased 
to 59,133 km in 1979-80 and 61,879 km in 1980-81, i.e., showing 
an increase of 4.6 per cent in 1980-81 over the per hundred 
square km of area although it slightly decreased from 12.4 
km in 1968-69 to 12.21 km in 1973-74. Thereafter,it signi-
ficantly increased when it was 19.3 km in 1978-79, 20.1 km 
in 1979-80 and 21.0 km in 1980-81.^ 
From the above analysis it may be concluded that Uttar 
Pradesh is mainly an agricultural State. Due to a comparative 
lack of mineral resources, shortage of power, inadequate 
financial facilities and many other economic and social factors, 
the State continues to suffer with poverty and backwardness. 
It did not make much headway as is noticeable in other States 
like Maharashtra# West Bengal, Tamil Nadu, Gujarat and -
1 Commerce, Bombay, Vol. 141, No.3608, August 16, 1980, 
p.67. 
2 Draft Annual Plan, 1982-83, Planning Department, Govern-
ment of Uttar Pradesh, Lucknow, U.P., p.5. 
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Karnataka, etc., having a per capta income of Rs. 1,903*00 
Rs. 1,330.00, Rs. 1,360.00, Rs. 1,623.00 and Rs. 1,267.00 
reported during 1979-80, as against U.P's per capita income 
of Rs. 994.00 for the same year. 
GEOGRAPHICAL AND CLIMATE CONDITIONS 
The entire region forms part of the alluvial plain which 
is noted for its fertility. The Himalayas range lie about 
200 km distant in the North and the Indian Ocean about 600 
km in the East. The Eastern Plain is situated in the most 
Eastern part of the State of Uttar Pradesh between the parallels 
of 23.2° and 27.2° North latitude and 82.4° and 84.5° East 
longitude. 
The economic life and activity of any region is considera-
bly influenced and conditioned by the climatic environment. 
The development of industries and vegetation largely depends 
on climate. The whole of the country has tropical monsoon 
type of climate but due to variation in topological conditions 
similarity in climatic condition is rare and sometimes 
opposite extremes are visible. The Eastern Plain has 
monsoonised climate and whole-year tropical climate is divided 
into the three seasons: 
(1) The winter season (November to February). 
(2) The Summer season (March to May). 
(3) The rainy season (June to September). 
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The month of October is a transitional period, wet and 
hot making the end of rains and the beginning of the winter. 
In this region, the rain starts from 15th of June but scwne-
times it sets in at the end of the last week of the month. 
The rain prolongs upto the end of Septanber. The rainy 
spells are separated by intervals of dry weather. The follow-
ing Table gives the recent trend in rainfall and temj)erature 
of the Eastern Uttar Pradesh: 
Table 5 
RAINFALL AND TEMPERATURE IN EASTERN UTTAR 
PRADESH IN 1981 
District RAINFALL Un mm) Normal 
974 
1,051 
1,134 
1,000 
1,002 
940 
1,382 
1,135 
1,266 
1,022 
1,030 
1,150 
1,148 
693 
978 
Actual 
1,021 
840 
1,015 
963 
941 
988 
1,516 
1,324 
1,102 
1,150 
1,186 
1,588 
-
1,001 
1,269 
TEMPERATURE (C) 
Normal Actual 
43.5 
38.8 
43.7 
5.5 
4.7 
6.1 
1. Allahabad 
2 . Varanasi ,   43.70 6.2 
3 . Mirzapur 
4 . Jaunpur 
5. Ghazipur 
6 . B a l l i a 
7 . Gorakhpur 
8 . Deoria 
9 . Bas t i 
10. Azamgarh 
1 1 . Faizabad 
12. Gonda 1  5  43.P 7.6 
1 3 . Bahraich 1   42.2 7.2 
14. Sultanpur 
15 . Pratapgarh 
Source; S t a t i s t i c a l Diary, 1982, D i r ec to ra t e of Economics and 
S t a t i s t i c s , Lucknow, U.P, , p .89-92 . 
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It is revealed from the data given in the Table 5 that 
normal rainfall recorded in the Eastern region of Uttar 
Pradesh ranges between 693 mm to 1,382 mm in 1981. The Sultan-
pur district recorded the lower normal rainfall, i,e., 693 mm 
against the Gorakhpur district register the higher rainfall, 
i.e., 1382 mm during the same year. The highest temperature 
received in Eastern Uttar Pradesh ranges between 38.8 centigrade 
to 43.7 centigrade in case of six districts. Similarly, the 
lowest temperature ranged between 4.7 centigrades to 7,6 
centigrade. Thus, this region is hot and wet monsoon region. 
Vegetation 
Vegetation is greatly dependent on the climatic conditions 
and soils of a particular area. The Eastern region of Uttar 
Pradesh is an alluvial plain with tropical climate and average 
humidity. The chief Characteristics of East plain is the 
complete absence of natural vegetation and forests. 
The climate and soil is specially suited for Rabi and 
Kharif crops and the main occupation of the people of the 
region is agriculture. In summer, the whole region becomes 
dry where no vegetation is possible except in a few places 
where people grow 'Zaid* by means of irrigation. 
1 It is the Summer crop which is sown in April and the harvest 
is reaped in June and July. The products are cucumber, musk-
melon, watermelon, etc. 
26 
Table 6 
MAIN SOURCES OF INCOME IN EASTERN UTTAR 
PRADESH 
Sources % 
1. Service 7.46 
2. Service and Agriculture 29.08 
3. Service, Business and 
Agriculture 3,60 
4. Agriculture 26.80 -^  
5. Agriculture and Wages 8,40"' 
6. Service and Wages 1.10 ' 
7. wages' 6.2 " 
8. Business 7.60 
9. Cottage Industries 1.80 
10. Service and Business 1.20 
11. Agriculture and Business 6,20 
12. Services, Wages and Agriculture 1.28 
TOTAL ... 100.00 
Source: Computed by the Researcher from 
Audyogic Utpadan ki Sanganana and Bulletin 
of Agricultural Statistics, 1982, Uttar 
Pradesh (Hindi). 
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The economy of the region is solely dependent on agri-
culture and allied products. About 83 per cent of the popu-
lation of Eastern Uttar Pradesh derives its income from agri-
culture, so the study of the economy of the region is in 
real sense a study of agricultural economy. But it does not 
mean that other sectors of the economy do not play any signi-
ficant role in the economic life of the people. It is revealed 
by various studies that almost all the sectors of the economy 
are intermingled and it is very difficult to separate them. 
The following table gives the percentage of families dependent 
for their income from different sources. ( T«able 6) . 
It is evident from the table 6 that 26.08 per cent of 
the families in Eastern Uttar Pradesh have been found to 
depend solely upon income derived from agriculture. Likewise, 
the percentage of families depending upon income derived from 
services sector stood 7.46 per cent. 29.08 per cent of the 
families enjoyed their share of income from both the sources, 
agriculture and services. Such type of families certainly 
came to be the largest in number, it may be seen easily 
that 8,4 per cent of the families in addition to the income 
from their own agriculture, also earned their daily wages from 
agricultural activities. It is to be seen that 47.28 per cent 
of the families happened to be those who derived their income 
partly frcxn agriculture and partly from other available 
sources. The analysis of the above data clearly shows that 
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agricultiire continues to be the main source of infiome to 
73.36 per cent of the families. Out of these 26.08 per cent 
depend wholely and 47.28 per cent partly upon agriculture 
income. 
The above statement can also be plainly corroborated by 
the findings of the Patel Committee. The Report arrives at 
the conclusion that the economy of Eastern districts was 
more dependent on the primary activities, chiefly agriculture 
which accounted for over 60 per cent of the net output in 
these district?, as compared to nearly 52 per cent in the State 
of Uttar Pradesh. The large scale industries in the region 
are conspicious by their absence. On-ly few sugar mills cover 
the industrial sector and large population is confined to 
traditional industries or household units. The tertiary 
activities of the economy consist of mostly unorganised trade 
and other seirvices. The slow process of large workshops, 
pxiblic works programme and such activities, continue to be 
responsible for a slow generation of employment and income in 
the region. 
Agriculture 
The agricultural backwardness of the region can be judged 
by the extremely low level of capital formation. According to 
1 Planning Commission, Government of India, Report of Joint 
Study Team (Patel Committee), on Eastern Districts of Uttar 
Pradesh, 1964, p.10. 
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All-India Debt and Investment Survey, 1971-72, capital forma-
tion per household was only Rs 90,97 in Eastern Uttar Pradesh 
as against Rs. 124.77 in Western Uttar Pradesh and Rs.108.47 
in the State of Uttar Pradesh, The degree of mechanisation 
is also expectedly low. Though the region accounts for one-
third of the net cultivated area in the state, its share in 
sugarcane power crushers is 15.9 per cent and in case of 
tractors only 14.6 per cent. 
Agricultural development of the Eastern region is 
constrained by the very small size of the average holdings 
some of which are below one hectare. The problem is further 
aggravated due to the predominance of small and xineconoraic 
holdings. 
According to the census of Agricultural holdings, 1981, 
as msLTit as 90.8 per cent of total holdings in the Eastern 
region, were londer the category of small and marginal holdings, 
2 
accounting for 54.6 per cent of total area diaring 1981. 
About 35 per cent of the area in the region is under 
dotible-cropping, slightly more than the state average. In 
fertiliser consumption also the region compares well with the 
State with a figure of 50.03 kg per hectare as compared to 
45.33 kg per hectare in Uttar Pradesh during 1978-79. 45.65 
per cent of the net cultivated area is under irrigation in the 
1 Reserve Bank of India, Report of All-India Debt and Invest-
ment Survey, 1971-72, Bombay, p.48. 
2 Bulletin of Agricultural Statistics, 1982, Directorate of 
Agriculture, Uttar Pradesh, Lucknow, U.P,, p,4. 
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Eastern region as against 66.8 per cent in Western TJttar 
Pradesh in 1979-80. Among the factors retarding the agri-
cultural development of the region, mention must be made of 
the inadequacy infrastructural facilities like assured means 
of irrigation and village roads, etc. 
The gross value of agricultviral produce per hectare of 
net shovm area during 1976-77 was Rs. 2,401 in Eastern Uttar 
Pradesh, Rs.3,314 in Western Uttar Pradesh as against Rs. 
2,703 in the State of Uttar Pradesh as a whole. Reckoning the 
value of produce per worker during the same year, we find it 
Rs. 1,610 in the Eastern Region, Rs. 3,117 in the western 
2 
region as against Rs. 2,220 for the whole of Uttar Pradesh. 
As a matter of fact, the main esqjlanation of the relative 
poverty of the Eastern Uttar Pradesh may formed in its backward, 
and subsistence agriculture. 
Economy of Eastern Uttar Pradesh 
According to 1981 Census, the eastern region of Uttar 
Pradesh, inhabited by 41 million people covers about 86,000 
square km, i.e., one-third of the area of the province. The 
region consists of 15 districts comprising the whole of the 
Gorakhpur and Varanisi Divisions, a major part of the Paizabad 
1 Planning Department, Government of Uttar Pradesh, Draft 
Annual Plan, 1982-83, Lucknow, U.P., p. 102. 
2 Ibid., pp. 102-103. 
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Division and Allahabad district of Allahabad Division. The 
misery of the people of Uttar Pradesh is made worse by the 
recurrent floods every year* which are a major source of 
insecurity and scarcity. "According to an official estimate 
the area affected by floods in Uttar Pradesh varies from 9,03 
lalch hectares during a flood of low intensity to 40 laXh 
hectares dtiring a flood of high intensity. However, the 
average during a period of average flood intensity has been 
calculated to be about 33.60 lakhs hectares. This affects 
15 to 20 per cent of the population and causes a loss of at least 
40 to 50 crores of rupees. However, the greatest damage is 
done to Eastern region which, though having fertile land, is 
2 
comperatively backward." On an average an area of 21 lakh 
hectare or 10 per cent of the total area of Eastern Uttar 
Pradesh is affected by flood each year. Sometimes more than 
60 per cent of the flood affected area in the State lies in 
its Eastern region. It is, therefore, essential that in the 
interest of development the State and its Eastern region is 
help to combat floods. 
The region exhibits all the salient features of an over-
populated, \inderdeveloped economy. According to Census, 1981, 
all districts of Eastern Uttar Pradesh barring Allahabad, 
1 Allahabad, Azamgarh, Bahraich, Ballia, Basti, Deoria, 
Paizabad, Ghazipur, Gonda, Gorakhpur, Jaunpur, Mirzapur, 
Pratapgarh, Sultanpur and Varanasi, 
2 Waseem, S,M., Backwardness, Growth Areas and Development 
Strategy, Economic Backwardness of Uttar Pradesh, Society 
for Development of U.P., Kanpur, 1971, op.cit., p,ll. 
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Mirzapur and Varanasi fall in the category of districts at 
the lowest level of development in the country. The region 
does not possess forest or mineral resources in any significant 
amount. Its problem of resource base is further aggravated by 
the high population density, which was 485 square km., as compared 
to 377 kms. for all Uttar Pradesh according to Census, 1981, 
The high density of population combined with the large 
number of cattle, has resulted in a highly unbalanced and 
ecologically unsound pattern of land utilisation reflected in 
almost complete deforestation of the area and the negligible 
proportion of land under fodder crops and grazing land leading 
to Increasing soil-erosion. 
Eastern Uttar Pradesh is almost completely rural with 90 
per cent of the population living in its villages. The absence 
of a hierarchy of urban centres results in diffusion of the 
growth impulses. Its dependence on agriculture is heavier 
than that of the State. 83 per cent of the workers in Eastern 
Uttar Pradesh are engaged in agriculture and allied activities 
as against 78 per cent in Uttar Pradesh as a whole. However, 
agriculture continues to be at in an extremely backward stage. 
Backwardness within backwardness 
Generally, the term 'backwardness' indicates a state in 
which a group of people struggle for their existence with the 
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environment in which they live. The idea of backwardness 
emerges from a comparison of different degrees of success 
achieved by different groups of people in their economic and 
social struggle. Some groups of persons may be less successful 
as compared to others. Those less successful are referred to 
as backward and others relatively more successful, are called 
the advanced one. The idea of backwardness does not necessarily 
refer to a homogeneous group of people. The feeling of back-
wardness is brought into focus when the economic forces of 
outer world came into contact with those of primitive or less-
developed ^ societies. 
Measure of Economic Backwardness of 
Eastern U.P. 
The backwardness of Eastern Uttar Pradesh can be attributed 
to a large measure to the low and inadequate rate of invest-
ment both in the public and the private sector. It is revealed 
from the data given in Table 7 that in spite of the policy to 
give the priority to the backward regions in plan allocations, 
the per capita divisible plan outlay in Eastern Uttar Pradesh 
1 A backward economy has certain characteristics. Firstly, in 
a backward economy high birth rates with over population are 
prevalent. Secondly, a large proportion of working population 
is engaged in agriculture and the proportion of aggregate of 
income going to agriculture is less than the proportion engaged 
in agriculture. Thirdly, a backward economy is always accom-
panied with a closed and traditional society in which the 
position of an individual is determined by birth. Fourthly, 
the economy of a backward region is relatively much less 
monetized and monetary institutions have little deep roots. 
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continues to be lower than the State average. 
Table 7 
PER CAPITA 'PLAN OUTLAY' IN EASTERN UTTAR 
PRADESH AND UTTAR PRADESH 
(Rs,) 
^^^" Uttaf Iradesh ^^^^^ ^ ^^^^^^ 
First Plan 23 24 
Second Plan 34 41 
Third Plan 39 49 
Fourth Plan 114 120 
Fifth Plan 156 165 
Source: Calculated from Plan Documents. Outlay; 
figures do not include expenditure on 
schemes of Multi-Regional Nature. 
It raay# however, be added that a nximber of irrigation 
and power projects which account for the bulk of the non-divisible 
Plan outlay, are located in the Eastern Region of Uttar Pradesh. 
Nevertheless, the plans have failed to make a definite impact 
on the reduction of regional disparities because (a) the level 
of plan investment has been rather low on the whole, and (b) 
the inflow of plan funds into the backward regions particularly 
Eastern region of Uttar Pradesh, has been only marginally higher 
than is the case of other regions. 
The Planning Commission of India has suggested in the Third 
Five Year Plan that in order to get an accelerated and 
balanced development of less developed areas, a continuous 
study of economic trends and rates of growth in different 
areas should be made. The Coiranission formulated certain 
points of studies. These are: 
(Contd.) 
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Estimate of State Income 
The State per capita income registering a growth rate was 
only 1.73 per cent during the year 1979-80. The following shows 
the trends of State income in comparison to other states. 
It is evident from the table 8 that diiring 1970-71, the 
per capita income of Uttar Pradesh was at the bottom except 
that of Bihar and Orissa, The per capita income of the State 
was only Rs. 486. It was much less than the per capita income 
of the country (Rs. 633). Again, after five years this per 
capita incane during 1975-76 was only marginally higher than 
that of Bihar and Orissa. During the year 1975-76, the per 
capita income of uttar Pradesh was Rs. 730 which has been only 
slightly above Rs. 661 and 715 being the per capita income of 
Bihar and Orissa respectively. Even during 1975-76, the per 
capita income in the State was Rs. 294 which has been less than 
the per capita income of the countiry as a whole. 
1 (contd.) 
(i) Estimates of State income should be accepted as a 
comprehensive indicator of economic progress of develop-
ment in different States and regions, (ii) Suitable indi-
cators should be evolved to assess the levels of develop-
ment in different regions, (iii) on the basis of above 
indicators accurate and reliable data should be compiled 
• and compared with different States or region, and (iv) 
there exist certain areas in every state which demand 
special attention from the Government, These areas 
should be identified as backward areas and survey of their 
resources and factors influencing their development should 
specially be made. Planning Commission, Government of 
India, Report of the Joint Study Team, New Delhi, January, 
1964, p« 141. 
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The per capita State income did not show any sign of 
improvement in comparison to other States during the year 
1976-77 to 1979-80, It has always been at the tail-end except 
Bihar and Orlssa; and legging behind the All-India average. 
Taking the per capita income as a measuring rod for backward-
ness, it may be concluded that Uttar Pradesh is one of the 
backward States. 
The state of affairs in the Eastern region of the province 
is still worse. The following table gives a clear picture of 
the per capita income of Eastern Uttar Pradesh: 
Tabl< 3 9 
PER CAPITA INCOME IN EASTERN UTTAR PRADESH 
Districts ^®^ capita Districts income(Rs) 
Allahabad ... 669 
Azamgarh 
Bahraich 
Ballia 
Basti 
Deoria 
Faizabad 
Ghazipur 
Gonda 
Gorakhpur 
Jaunpur 
Mirzapur 
Pratpgarh 
Sultanpur 
Varanasi 
EASTERN UTTAR PRADESH. 
UTTAR PRADESH 
Source: Statistical Dj .ai 
425 
528 
317 
420 
454 
435 
450 
471 
453 
412 
744 
478 
478 
550 
448 
598 
ry, 1982, Directorate 
of Economics and Statistics, Uttar 
Pradesh, Lucknow, U.P., pp. 62-63. 
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It is revealed from the table 9 that estimated per 
capita income in the region is lower than the per capita 
income of the State as a whole. Out of the 15 districts, 
the per capita income of 5 districts, viz., Azamgarh, Ballia, 
Basti, Paizabad, and Jaunpur, have been Rs. 425, Rs.317, 
Rs. 420, Rs. 435 and Rs. 412 respectively; even lower than 
that of the Eastern region and much lower than that of the 
State as whole. The low per capita income in these districts 
and region, is a clear indicator of its backwardness. Hence, 
it may safely be concluded that from the point of view of 
income estimates the region may be characterized as a backward 
one. 
Selected Indicators of 
Backwardness 
The Planning CcMnmission of India appointed a Joint 
Study Team in the year 1962 to enquire into the causes of 
poverty and economic ills of 15 districts of Eastern Uttar 
Pradesh. The Team suggested the following indicators of 
development. 
i) Per capita agricultural output of rural population 
and yield per acre of principal crops. 
ii) Irrigated area. 
iii) Industrial development - percentage of population 
dependent on industry and per capita industrial 
income. 
1 Planning Commission, Govt, of India, Report of the Joint 
Study Team, New Delhi, January 1964, op.cit., pp.141-143, 
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iv) Electrification. 
v) Road-mileage, 
vi) Facilities for education and health. 
It has been no easy task pushing up the agricultural 
production in Eastern Uttar Pradesh — a region considered 
to be traditionally backward and under-developed. In the 
initial stages of economiti development, when great emphasis 
was placed on areas which had already developed a certain 
degree of momentum and were, therefore, more profitable from 
the point of view of investment. Eastern Uttar Pradesh was 
neglected. There was no initial momentum to stimulate private 
incentives to get a better performance out of agriculture. 
According to the Report of the Joint Study Team, Uttar Pradesh 
(Eastern Districts), 1964: "The traditional agrarian structure 
was such as to restrict the pace of improvement in Eastern 
region. Various land reforms did not yield the anticipated 
results in the short run. While the abolition of Zamindari 
stimulated the growth of a thriving peasantry in other parts, 
in Eastern Uttar Pradesh it has a slightly different results 
in as much as the disappearance of the enterprise of large 
cultivators and certain seirvices and organisation provided 
by Zemindars were not adequately replaced by the initiative 
of small holders and the assistance given by cooperatives 
and community development organisations. The smallness of 
holdings inhibited the type of assistance given by the 
40 
government, for instance, in the matter of loans for minor 
irrigation and fertilizers where security was a baeic condition 
for extending money," Added to this were the recurring 
problems of drought and floods which made agriculture 
uncertain and restricted investment. 
The position in the Eastern region of Uttar Pradesh is 
more alarming. Despite the soil topography of the region 
being much more favourable for the aforesaid crops, the yield 
per acre is much below the mark. This has been explained in 
the following table (10) giving data on yield per hectare. 
The data given in the Table 10 reveal that in the product-
ion of wheat, Paizabad, Deoria, Jaunpur, Gorakhpur and 
Ballia districts are ahead; whereas the rest of the districts 
are below the State average. In the production of rice per 
hectare, all the districts lag behind the State except 
Gorakhpur, Deoria, Allahabad and Pratapgarh districts. As 
regards output of maize per hectare, all districts except 
Jaunpur district of the Eastern region are behind the average 
of State production. 
If we enquire the causes of low productivity of principal 
food crops in the State and the region we find that the 
lack of availability of irrigational facilities and use of 
unimproved techniques, are the main ones. During the year 
1 Banerjee, Sumitra and Bhartiya, Santosh, The Rising 
Production in East U.P., Sunday, Calcutta, Vol.11, No.37, 
15-21, April, 1984, pp.22-23. 
Table 10 
AVERAGE PER HECTARE YIELD OP PRINCIPAL CROPS IN 
EASTERN UTTAR PRADESH 
(1979-80) 
41 
(in Quintals) 
S.No. District Wheat Rice Maize 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
Varanasi 
Mirzapur 
Jaunpur 
Ghazipur 
B a l l i a 
Gorakhpur 
Deoria 
Bas t i 
Azamgarh 
Faizabad 
Gonda 
Bahraich 
Sultanptor 
Pratapgarh 
Allahabad 
10.23 
5.58 
15.06 
10.75 
13.34 
13.95 
15.24 
10.99 
12.40 
16 ,88 
9.53 
8.77 
10,99 
11,75 
8.53 
3 .51 
2.48 
4 .38 
1.53 
4 .08 
6 .11 
10 .17 
2.98 
2.47 
4.47 
2.00 
3.35 
4.20 
5.26 
5.79 
3 .33 
6 .78 
8.56 
6 .78 
2.20 
4 .33 
6.30 
2.92 
6 .31 
5.57 
5 .28 
6 .00 
5.75 
5.75 
6.67 
AVERA3E: EASTERN 
UTTAR PRADESH* 
UTTAR PRADESH 
11.60 4.19 5.51 
13.15 5.06 7.91 
* Calculated by the researcher. 
Source; Government of Uttar Pradesh* Bulletin of Agri-
cultural Statistics for U.ttar Pradesh, 1982, 
Directorate of Agriculture, Lucknow, pp.128-135 
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1978-79, there was 48.35 per cent net irrigated area to net 
cropped area against 50.86 per cent of the State. 
In fact, the availability and utilisation of chemical 
inputs, irrigatioiD, chemical fertilizers, pesticides and 
improved farm iraplenents have played role in boosting the 
agricultural output of the Eastern region. For irrigation, 
e.g., some projects have been set up to bring larger areas. 
They are as follows: 
(1) The S^rda Shahayak project which diverts water from 
the Ghagra and Sarda rivers through a barrage on each 
rivers and provides irrigation water to Allahabad, 
Varanasi, Jaunpur, Ghazipur, Paizabad, Sultanpur, 
Ballia, Azamgarh and Pratapgarh districts. 
(2) Sarju Nahar project for providing irrigation to the 
fertile areas between the Ghagra and Rapti rivers, 
^his will create an additional irrigation potential 
of 14.04 lakh hectares in the districts of Gonda, 
Bahraich, Basti and Gorakhpur. 
(3) The Gandak canal project, which irrigates the major 
part of the area between the Ghagra and Gandak Doab, 
provides irrigation facilities to Deoria and Gorakhpur 
districts and has added 3.32 lakh hectares of irri-
gation potential. 
(4) Ten pump canals, viz., Narainpur, Bhopali, Zamania, 
Deokali, Yamuna Tons, Gyanpur, Dohrighat, Dohrighat 
Sahayak, Kwano, Provide irrigation facilities to the 
districts of Azamgarh, Ballia, Varanasi, Ghazipur, 
Basti and Allahabad. 
1 Planning Department, Government of Uttar Pradesh, Draft 
Annual Plan, Vol.1, 1982-83, Lucknow, U.P., p.101. 
43 
(5) Tubewells have provided to be the most assured 
form of minor irrigation in the Eastern region. 
In 1973-74, there were 5,305 txibewells which 
increased about 7,769 at the end of 1982-83 in 
the Eastern Uttar Pradesh. 
Indtistrial Development 
The/^ase) of industrial sector of the economy of the 
Eastern region is, no doxibt/gloomy. This sector of the 
economy is not developed adequately to the needs of the people. 
Lack of an jJinfflLversified economic structure is responsible for 
heavy pressure of the population on land; contributing to 
poverty and especially poverty, only 6.7 per cent of workers 
in Eastern Uttar Pradesh are engaged in the secondary sector. 
There has been little development of modern industry in the 
region. There were only 256 workers registered in factories 
per lakh of population in Eastern region during 1976-77 as 
against 500 workers in the State. Several districts particularly 
Sultanpur, Pratapgarh, Ballia and Ghazipur were having five or 
less industrial units till 1982, Only Allahabad, Gorakhpur 
and Varanasi have emerged of late as centres of some industrial 
significance in the Eastern region. 
Most of the industrial enterprises in the region belong to 
1 Planning Department, Government of Uttar Pradesh, Draft 
Annual Plan, 1982-83, Lucknow, Uttar Pradesh, op. cit., 
pp. 102-103. 
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the categoiry of traditional household industries. The un-
organised sector iS/ however, beset by a number of problems 
like shortage of finance, raw materials, marketing difficulties. 
The sector has been facing considerable decline in the past 
few decades in spite of the State support. 
Out of the 15 districts of Eastern region of Uttar Pradesh 
as many as 11 (except Allahabad, Gorakhpur, Mirzapur and 
Varanasi) have been identified as industrially backward districts 
entitled to receive special loan and other concessions for 
1 2 
indiistrial development. The new Industrial Policy Statement 
of the Government of India which se^s to provide special 
assistance to the selected districts which did not get any 
industrial project so far, is expected to be a boon to these 
industries. Out of 13 such industrially backward districts 
identified in Uttar Pradesh,most of these belong to the 
3 
Eastern region of Uttar Pradesh. 
1 Government of Uttar Pradesh, Indxistrial Growth in Uttar 
Pradesh, Directorate of Industries, Kanpur, 1932, p.43. 
2 According to Industrial Policy Statement of July 23, 1980, 
"Government is determined to promote such a form of indus-
trialisation in the countiry as can generate economic 
viability in the villages... Handlooms, handicrafts, Khadi 
and other village industries will receive greater attention 
to achieve a faster rate of growth in the villages." Th© 
laying emphasis on balanced and harmonious development of 
all sectors of industries, the Statement further remarked 
that "while making all efforts towards integrated industrial 
development, it is proposed to promote the concept of economic 
federalism with the setting up of a few nucleus plants in 
each district, identified as industrially backward, to gene-
rate as many ancillaries and small and cottage units as 
possible". Planning Commission, Govt, of India, Draft Sixth 
Five Year Plan, 1980-85, New Delhi, p.190. 
3 Govt, of Uttar Pradesh, Ifadustrial Growth in Uttar Pradesh, 
op.cit., p. 43. 
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Another significant indicator of economic development is 
the generation and use of electricity which is an infra-
structural factor for the development of industry and agricul-
ture in any region. In the Eastern region of Uttar Pradesh, 
the percentage of electrified villages to total villages was 
32.18 which was lesser than 34.27 for the whole of the State 
during 1979-80. On the other hand, the per hectare consumption 
of electricity in agriculture was 132.56 kwh in Eastern region 
which was also lower than 137.35 kwh in the State during 
2 
1978-79. It shows that the region continues to stagger also 
with regard to consiimption of electricity. This also clearly 
indicates the backwardness of the Eastern region of Uttar 
Pradesh• 
Another economic indicator is the surfaced road mileage 
per sqare kms. The absence of a well developed network of 
economic and social infrastructural facilities, has been 
hindering the pace of economic development in the Eastern 
region of Uttar Pradesh. This has also emphasised by the 
Joint Study Team (Patel Committee) of the Planning Commission 
in 1962. The situation in this respect has not changed much 
since then. The length of metalled roads per lakh of popu-
lation in Eastern Uttar Pradesh in 1981 was only 46.3 km, as 
against 55.6 kms,in Uttar Pradesh.^ 
1 Department of Planning, Draft Annual Plan, Uttar Pradesh, 
Lucknow, 1982-83, pp. 102-103. 
2 Ibid. 
3 Singh, Ajit K., Eastern Part of U.P. Overpopulated and under-
developed. Times of India (Supplement), New Delhi, Vol. 
No. 269, September 30, 1982, p.11. 
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^ ^ The percentage of literacy and educatioh is taken to be 
another important criterian of economic development. The 
percentage of literacy in Uttar Pradesh is no way greater than 
that of any neighbouring State except Bihar. The State 
I percentage is 27.40 against 43.75 in Gujarat, 38.41 in Kerala* 
40.88 in West Bengal and 26.01 in Bihar respectively. 
The average of population with higher education in the 
region is lower than the State average there have been only 
75.5 schools per lakh of population in Eastern Uttar Pradesh 
2 
against 83.7 in the State in 1981. 
Resource Composition in the 
Region 
The resources composition of any region is very important 
from the point of view of economic development. We know that 
the effective utilization of natural and hximan resources of a 
country or region helps in the development of industries; 
raises the per capita income and improves the standard of 
living. In natural resources the productivity of land, rivers, 
water resources, mineral and forest resources, plays a dominant 
role. Human resources especially the population in the working 
age group, exceeds in importance when con^ared to other resources 
1 Government of India, Ministry of Information and Broad-
casting, New Delhi, India 1981: A reference annual, p. 10. 
2 Singh, Ajit K., Eastern Part of U.P. Oveirpopulated and 
Underpopulated, op.cit., p.11. 
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The land in "the Eastern region is fertile and suited to 
almost each of the Rabi and Kharif crops. As regards the 
water resources the region is undoxsbtedly a rich one. The 
whole of the region is characterised by a network of rivers, 
streams, rivulets and channels. The rivers Ganges, Ghaghra, 
Gorati and Tonse, cover the whole of the region with narrow 
and small channels. Mineral resources (coal, iron and 
petroleum, etc.) are, hov/ever, almost nil in the whole of 
the region and consequently it has impeded the establishment 
of big industries. But, the region is richly endowed with 
three main resources, i.e.. Alluvial soil, a wide network of 
rivers and rivulets with a heavy annual average rainfall. It 
is also a very densly populated area. The rich alluvial soil 
is almost every year or so, washed away by heavy rains and 
floods. Lack of mineral resources and industrialisation of 
the region causes the population without work for a substantial 
period during the year. 
Human Resources 
The percentage of males in the age group of 18 and 60 
years to total population in the region was 32.35 and that of 
the females in the same age group was 25.19. Males and females 
1 The mineral resources ^ s) found in some districts of 
Eastern Uttar Pradeshs {1) Allahabad: Glass sand, high 
quality silica sand, (2) Mirzapur: Coal, glass-sand and . 
iron-ore, and (3) Varanasij Glass-sand. 
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above 60 years of age were found to be 2.22 per cent and 
2.34 per cent of the total population. 
The table given below sums up the distribution of 
population according to the age groups. 
Table 11 
PERCENTAGE DISTRIBUTION OP POPULATION ACCORDING TO 
AGE 
Male Female Male Female "|^® J"^ 
Region above above above above -KO?!^  » ?a Total 
18 yrs 18 yrs 60 yrs 60 yrs y°g 
Eastern 32.35 25.19 2.22 2.34 38.90 100 
Uttar Pradesh 
Source; Statistical Diary, 1982, Uttar Pradesh, p.33. 
The data given above reveal that the persons below 18 
. years of age formed 38.90 per cent of the total population. 
^ ^ / ^ It means that almost 40 per cent of the resources of the 
region, are utilised for human resource fojrmation rather 
than for capital formation. The work force has been worked 
\^r^,\f) ^  out to be 28.49 per cent of the total population. The detailed 
l^X\y'^  figures working pertaining to force are given in table 12. 
r 
The data given in table 12 give us an idea of the percen-
^ ^ tage of work force (district-wise) and total population in 
Eastern Uttar Pradesh. Here we see that out of the total 
population, 28.49 per cent persons constitute the working force. 
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Table 12 
PERCENTAGE WORKING FORCE IN EASTERN UTTAR PRADESH 
(1981 CENSUS) 
District 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Allahabad 
Bahraich 
Gonda 
Paizabad 
Sultanpur 
Pratapgarh 
Basti 
Gorakhpur 
Deoria 
Azamgarh 
Jaunpur 
Ballia 
Ghazipur 
Varanasi 
Mirzapur 
Eastern Uttar 
Pradesh 
UTTAR PRADESH 
SoTirce: Census o£ India/ 
Male 
46.14 
53.53 
55.34 
49.34 
48.81 
42.60 
51.96 
48.41 
47.59 
44.82 
44.81 
41.85 
44.10 
46.97 
50.33 
48.42 
49.61 
Female 
10.21 
3.66 
6.07 
7.27 
8.25 
11.90 
7.00 
7.54 
9.49 
9.01 
6.01 
7.86 
6.85 
6.79 
14.77 
8.18 
6.02 
1981, Series I of 
Total 
29.24 
30.43 
32.12 
29.01 
28.84 
27.17 
30.30 
28.61 
28.63 
26.72 
25.31 
24.98 
25.54 
27.88 
30.60 
28.49 
29.13 
India, 
Paper 3 of 1981, 1982, pp. 82-85. 
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This percentage may rise a little more if the minimum age 
limit to enter the labour market is fixed at 16 years. 
However,if we compare the percentage of working force to the 
total population of the region with that of the state as 
a whole we shall find it to be more than that of working force 
in Uttar Pradesh, i.e., 29,13 per cent, according to 1981 
census. Moreover, the working force in Uttar Pradesh is 
lower than that of the whole country. According to census 
1981, the percentage of working force in the country comes 
to 33.44 per cent as against the State percentage of 23.19. 
Thus, using this parametre also we can describe Eastern 
Uttar Pradesh as a backward region. 
1 Government of India, Census of India, Series I, Paper 3, 
1981, p.82, 
Cottage Industries In The Perspective 
Of National Economy, Uttar Pradesh, 
And Its Eastern Region: 
Problems And Prospects 
Chapter II 
COTTAGE INDUSTRIES IN THE PERSPECTIVE OF 
NATIONAL ECONOMY, UTTAR PRADESH 
AND ITS EASTERN REGION: 
PROBLEMS AND PROSPECTS 
India has been known all over the world for its achieve-
ment in cottage and small scale industries. She has been a 
producer of cotton cloth from times immemorial and is the 
birth place of cotton manufacture. Cotton clothes have 
1 
been found in the ruins of Mohenjodaro, representing the 
Indus Valley Civilisation. The marvellously woven tissues 
and s\amptuously in-wrought apprel of anc ient Ind ia to which 
Magasthenese testifies, were not only used in this country, 
but they found their way to Egypt, Greece and Rome in the 
heyday of their glory. In ancient Rome, Indian muslins and 
chintzes were the rage of fashionable women. Yarn of very 
high counts was then in use and it is a marvel how it could 
be spun by hands. The principal centres of industry were 
Dacca, Masulipatam and Paithan, noted respectively for muslins, 
chintzes and pitambers. The Dacca muslin received such poetic 
2 
names as 'Running Water', 'Woven Air', 'Evening Dew', etc. 
"Archaeological finds at Mohenjo-daro indicate that cotton 
was known and used in India as early as 3000 B.C." Encyclo-
pedia of World Art, XIV, Mc33raw-Hill Book Co., N.Y.,1967, 
p.2. 
Memoria, C.B., Organisation and financing of industries 
in India, Kitab Mahal, Allahabad, 1958, p.36. 
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It is now beyond controversy that artisans and craftsmen 
were inseparable parts of the society from the earliest 
period of Indian history. They were known throughout the 
world for their skill. Professor Radha Kamal Kukherjee 
has supplied useful evidence to demonstrate that groups of 
artisans were part of the collective organisation of the 
village communities in ancient India. Professor Mukherjee 
summing up commented: "The many miral handicrafts of 
ancient India are described to be as many as 64 and more 
in nvraiber in some Sanskrit and Prakrit texts which give 
2 
particulars about each of these 'kalas' as they are called." 
Lauding the achievements of Indian workers in the past, 
the Industrial Commission, 1918, wrote: "At a time when 
the West of Europe, the birth place of modern industrial 
system, was inhabited by uncivilized tribes, India was 
famous for the wealth of her rulers and the high artistic 
3 
skill of her craftsman." Acknowledging the truth. Professor 
Weber wrote: "The skill of the Indians in the production of 
delicate woven fabrics, in the mixing of colours, the working 
metals and precious stones, the preparations of essences 
and in all manners of technical arts, had from very early 
times enjoyed world wide celebrity." India had trade 
1 Mukherjee, R.K., Economic Problems of Modern India, II, 
Macmillan, London, U.K., 1941, p.20 
2 Ibid. 
3 Govt, of India, Report of the Indxistrial Commission, 
New Delhi, 1918, p.l. 
4 Ibid., p.295. 
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relations with Babylon in 3000 B.C. as M\immies in Egyptian 
tombs which are about 1,000 years old, have been found 
wrapped in Indian muslins of the finest quality. 
Historians and travellers have paid glowing tributes 
to our achievements in industries. Bernier who visited 
India during the reign of Mughal king Shahjahan, praised 
the Indian industries. He wrote that the treasures of this 
great sovereign included: "... incredible quality of 
manufactured goods, embroideries, streaked silks, tufts of 
gold, turbans, silver and gold cloth, brocaded and net work 
2 
of gold, etc." 
The foregoing accounts give a sufficient proof about 
the pinnacle of glory to which Indian industries had 
reached. Later on, India lost all this in the wake of 
industrialisation and alien rule. V7e would discuss the 
important causes that led to the ruination of India's 
indigenous industries. 
Decay of Cottage Industries 
Professor D.R.Gadgil has mentioned the following most 
important causes for the decline of Indian cottege industries: 
1 Government of India, Report of the Industrial Commission, 
op.cit., p. 195. 
2 Ibid., p.296. 
3 Sivayya, K.V. and Das, V,B.M., Indian Industrial Economy, 
S.Chand & Co., New Delhi, 1978, p.101. 
3 
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(1) The Disappearance of the Native Courts 
Most of the products of cottage industries were having 
the patronage of the courts of Moghuls. The silk manufac-
turers of Bengal were prosperous because of the patronage 
of the courts of the Moghuls at Agra, Delhi and Lahore. The 
Nawabs of Oudh fostered a flourishing dyeing industry at 
Lucknow. With the disappearance of these native courts, 
the cottage industries lost their patronage during the 
medieval time. 
(2) The Establishment on an Allen Rule 
The influx of many foreign influences resulted in a 
declining demand for indigenous manufacturers. Some sections 
of the population were influenced by the new rulers and 
preferred imported machine-made cheap goods. Hence, there 
was a clear change in the tastes and habits of the people. 
This reduced the demand for the products of India's cottage 
industries. 
(3) Competition from Machine-made Goods 
The Industrial Revolution brought about a radical 
change in the economic structure of England. Moreover, 
the policy of protection helped British industries to 
make rapid progress. The process of ruining of Indian 
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handicrafts hastened by the establishment of foreign rule 
and helped by the force of foreign influence/ was completed 
by the acute competition offered by machine-made foreign 
goods. These British goods were cheap when compared to 
products of Indian cottage industries. As such, people 
preferred to buy and cons\ime these cheap products which 
resulted in the fall of demand for the Indian goods. 
(4) Policy of the East India Company 
East India Company was initially helping the Indian 
cottage industry by purchasing products and selling them 
in Britain in the early stages of industrial development.But 
then/after it/ changed its policy when the vested interests 
in England opposed such a practice. The East India Company/ 
therefore/ began to emphasise more on the export of raw 
materials rather than the Indian manufactures. Indian 
artisans were forced to work in the Company's workshops 
for their livelihood/ as they could not find sufficient 
demand for their home-made goods. 
(5) Development of Railways 
The revolution in transport in India due to spread of 
railways in the interior, prompted a rapid construction of 
transport lines in the interior parts of the country. With 
the development of railways, particularly after the despatch 
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of the famous minutes'^  of Lord Dalhousie (1863) who had 
been President of the Board of Trade in England, transport 
became comparatively cheaper and the imported foreign 
goods started reaching to even the remote parts of the 
country. This further intensified the forces of competition. 
(6) Failure of,the Artisans to Adapt to the 
Changing Conditions 
By and large, the Indian artisans continued to use 
the old implements and tools, and did not adapt to the 
changing conditions and tastes. They failed to introduce 
the modern technique of production as a result of which 
the cost of production of their product ranged very high. 
They were not in a position to complte with the British 
machine-made goods. 
Many of the old crafts both in its process and end-
products, have come down through centuries more or less 
unchanged. Some of these crafts are probably as old as the 
villages themselves. Small industry never dies. This 
antiquity is held by many as a sufficient ground for their 
"The commercial and social advantages which India would 
derive from their establishment are beyond present cal-
culations. Great tracks are teeming into produce they 
cannot dispose off. Others are scantly bearing what they 
would carry in abundance if only it could be conveyed 
whether it is needed. Every increase of facilities for 
trade has been attended, as we have seen, with an increased 
demand for articles of European produce in the most distant 
part of India... and England was crying about for raw 
materials like cotton". Lord Dalhousie's Minutes, April 20, 
1863. 
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support and continuation. 'All that is old is necessarily-
good' , may very well be their maxim. The fact that these 
crafts have survived these centuries is supposed to be a 
proof of their intrinsic value. The antiquity of the 
rural set-up and its traditional and cultural stability,, 
are not questioned, but if the argument rests merely on 
antiquity and nothing more, the powers that be may well 
devote their attention to something else. 
Chaudhry Mukhtar Singh observed: "The cottage industries, 
in India, have survived and have in some places, flourished 
in spite of untold handicaps... The ingenuity displayed, 
the patience undergone and the disabilities suffered by the 
cottage worker during the period of Second World War, have 
been quite immense; whenever and wherever he was taken Into 
confidence and was given proper guidance and encouragement 
he never failed us... It is they, <irho will not clamour for 
capital goods and will find out their own devices and simple 
tools for the manufacture of the most complicated articles. 
The ingenious and simple methods employed in the bangle 
industry and the complicated designs in jaquered cloth must 
be an eye-opener to all." 
Need to Revitalize Cottage Industries 
We have to bear in mind that emotional sentimentalism 
1 Govt, of uttar Pradesh, Minority Report of the Cottage 
industries; Sub-committee, Lucknow, 1947,p.5. 
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for an alleged idyllic past and modem and rapid economic 
development are poles apart, to say the least. The immortal 
character of these industries cannot be questioned, but in 
this scientific age we have to move with the time. As the 
Fiscal Commission pointed out,"the modern trends of techno-
logical progresss are redressing the balance in favour of 
certain types of cottage and small scale industries. The 
development of electric power, electric motors and internal 
combustion engines, growth of taste for artistic goods, 
organisation of industrial cooperatives and the assistance 
of State, have all tended to develop these industries," 
With \anemployment and underemployment prevailing on a 
staggering scale, India today is said to "live in an economic 
dilemma. She must have enough to feed and to clothe her 
citizens. Her huge manpower resources must be fully utilized 
to maintain socio-economic and political freedom of her 
citizens in fullness and glory. These objectives can hardly 
be achieved if we continue to till the balance only in favour 
of machine and large scale production. We, as developing 
country, have to fight continuously, trying to break the 
vicious circle of poverty and underdevelopment, so that we 
may be able to go a little faster. We have laid somewhat 
sound economic infrastinicture through the implementation of 
1 Government of India, Report of Indian Fiscal Commission, 
New Delhi, 1949T50, p.100. 
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the Plans. We are capable of going ahead a little faster; 
and the more rapidly we go# the more rapid will be the pace 
of our advancement. 
During the transitional period from fedual agricultural 
economy to a modern industrialised set-up, there emerge some 
sort of a lack of balance. We have to be conscious of the 
socio-economic maladjustments, that are likely to emerge in 
a programme of rapid industrialisation. We must see that it 
does not lead to unemployment and consequently to great misery, 
and that agricultural development is also keeping pace with 
Industrialisation. The agricultural income must also increase; 
sufficient food and other agricultural raw materials should be 
made available for the proposed programme of industrial deve-
lopment. 
It is against the above background that cottage industries 
can piay a corrective role in helping a smooth transitiai and 
providing the balance between heavy industrialisation on the 
one side and a completely agro-rural economy on the other. The 
Second Five Year Plan, therefore, stressed that "the primary 
objective of small industries in mral areas being to extend 
work opportunities, raise income and standard of living and 
2 
bring about a more balanced and integrated rural economy." 
1 Rao, R.V., Cottage Indiastries and Planned Economy, Vora 
St Co., Publishers (P) Ltd., Bombay, 1957, p.16. 
2 Planning Commission, Government of India, Second Five 
Year Plan, 1956-61, New Delhi, p.439. 
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The Estimates Committee of the Lok Sabha has also 
emphasised: "Neither agriculture, nor large scale industry, 
nor even both of them together can absorb the growing number 
of unemployed and underemployed in villages, a well-thought 
out and comprehensive programme of decentralised industry in 
rural areas implemented with drive, sincerity and sense of 
paramount urgency, can provide an effective answer to the vast 
problems of unemployed," It is for this reason that the main 
objectives of the programmes for the development of these 
industries during the preceeding plans were set "to create 
large scale employment opportunities, promote decentralisation 
and dispersal of industries and develop the industrial base 
2 
t o promote production and esqports." This objec t ive has a l so 
been accepted by the Sixth P lan . 
Cot tege lndus t r ies : A Necessity in I n d i a ' s 
Agrarian Economy 
Any country whose population depends mainly upon pr imi t ive 
and backward ag r i cu l t u r e , would continue to remain poor. I t 
i s i n d u s t r i a l i s a t i o n which plays a s i g n i f i c a n t ro l e in the 
economic development of a country . The highly developed 
coun t r i e s of the West l i k e , U.S.A., B r i t a i n , Aus t r a l i a , New 
Zealand, and also Japan and China in Asia during the ea r ly 
1 Quoted from Arora, R,C,: Indus t ry and Rural Development, 
S. Chand & Co., New Delhi , 1978, p , 9 8 , 
2 Planning Ccaranission, Government of Ind ia , Draft Five Year 
Plan, 1978-83, New Delhi, p .176 . 
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stages of development besides improving the agriculture 
depended largely on the growth of cottage and small scale 
industries. Even today, the developed countries continue to 
accord a significant place to their cottage and small scale 
industries/ which use quite up-to-date tools and modern 
techniques and methods of production and management. It is, 
therefore, no wonder that the average production of workers 
in cottage and small scale industries in these countries is 
not much below the large scale industries. 
In case of India, which is primarily agrarian, there is 
a greater need for the development of cottage and small scale 
industries. It would be better if we give much importance to 
cottage and small scale industries utilising agricultural 
output as raw materials. The Government of India through 
various programmes have also realised the importance of 
agro-based industries. It is indeed a matter of satisfaction 
that today cottage industries are changing their form and 
shape. 
There are nearly six lakh villages in India and 76.3 
per cent of our total population lives in these villages 
where traditional patterns of cultiore, thought and mode of 
living continue to persist. It must be admitted that it is 
to the villages that India owes the unbroken continuity of 
1 Census of India, 1981, Series-I, Paper-I of 1982, Controller 
of Ptiblications, Delhi, p.3. 
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her old culture. 
According to the Royal Commission on Agriculttire* 1928, 
people employed in agriculture have no employment from three 
to six months in a year on an average. There is, thus, an 
enormous volume of under-enployment and disguised unemployment 
in India; the number of those seeking work, increase at a 
2 
fast rate of about three million a year. Moreover, in various 
parts of the country rainfall is uncertain and famines and 
destitution have been infl^ eqxient. This position can be 
remedied only by alternative means of employment on a vast scale, 
Large scale industries using labour-saving devices, can absorb 
1 The importance of village life and cottage industries in 
our national economy has been aptly put by the Industrial 
Commission, 1916-18, in the following words: 
"One of the most striking features of Indian indus-
trial life is the vitality of the old and domestic 
industries.*. Apart from the beneficient changes brought 
about by the cotton mills, rice mills and flour mills, 
modern indiistrial enterprise, has left India in substan-
tial possession of its cottage industries... The artisans 
produce commodities which are in demand and so far they 
have not been displaced by factory made goods, and they 
work under conditions which they prefer to factoiTr life.... 
A general view of evidence tendered to us, supplemented 
by numerous inspections in the towns and villages that 
we have visited, confirms us in the conclusion that 
cottage industries are a very important featxare in the 
industrial life of India.... We have been unable to 
obtain accurate statistics regarding the actual 
number of workers in various cottage industries, but in 
every town they still form a large percentage of popu-
lation and they are to be found in every village, so that 
their numbers are still vastly larger than those of the 
operatives employed in organised industries." Government 
of India, Indian Industrial Commission Report, New Delhi, 
1918, pp. 193-194. 
2 Government of India, Report of Royal,Commission on Agricul-
ture, New Delhi, 1928, p.19. 
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only a very small part. Cottage industries use labour-
intensive methods, and hence their development is essential 
for the rationalisation of agriculture, and for providing 
employment to the people and the s\ibsidiary income to the 
farmers. It is against this background and for solving the 
problems of unemployment and underemployment, that cottage 
industries should occupy a place of supreme importance in any 
scheme of planning, particularly in an agrarian country like 
India. Cottage industries will undovibtedly create subsidiary 
occupation for the cultivators. What was said by Radha Kamal 
Mukherjee, though pertaining to 1941 holds still valid: "The 
peasant in Northern India outside the more intensively 
cultivated area is occupied for not more than 200 days in a 
..2 
year." 
The Uttar Pradesh Banking Enquiiry Committee 1929, estimated 
that a cultivator is engaged in agricultural work for not more 
than 200 days in a year. "Cottage Industries as a means or 
method of re-organisation of industries in India to suit Indian 
economy, was not known to the country until Gandhiji returned 
here from South Africa",said Shri V.L.Mehta, Chairman of the 
All India Khadi and Village Industries Board. He laid 
emphasis on the growth of cottage industries because he 
envisaged a social order in the countary based on self-help and 
1 Now the working in India there should be 300 days•operation. 
2 Mukherjee, Radha Kamal, Economic Problems of Modern India, 
Vol. 11/ Macmillan, London, 1941, p.18. 
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self-sufficiency in which tiiere might be no distinction 
between the rich and the poor. 
Cottage industries are perfectly suited to the Indian 
cultivators. The villagers in our countiry are of stay-at-
home nature. The cottage industries will provide an extra-
earning to them. Then family members can also give a helping 
hand to the cultivation. The work in the midst of family 
members helps the workers. The Uttar Pradesh Cottage Industries 
Committee, therefore, remarked: "The collaboration of all 
the family members not only economises but sweetens labour. 
Culture and refinement come easily to the artisan through his 
work amidst his kith and kin." 
To sum up we may state that cottage Industries may be 
developed without jeopardising the development of large scale 
industries. An integrated approach may be ftirther useful in 
having a coordinated policy of industrial developnent, 
The importance of the cottage industries in the past is 
obvious when the village was largely an isolated economic unit, 
but in view of the part they might still play in maintaining a 
fuller life for the country-dweller, in stemming the flow of 
population from the rural to the urban centers, and in solving 
some of the problems of modern industrialism. 
What place these cottage indxistries should occupy in the 
1 Government of Uttar Pradesh, Minority Report of the Cottage 
Industries Svib-Committee, Lucknow, 1947, p.4. 
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present day economy of our country? Some persons who are 
highly industrial minded would measure the place of cottage 
industries purely frati the economic point of view, i.e., how 
far the cottage industries* products are able to compete with 
those produced by the large scale units. To them, our answer 
would be that even from this strictly orthodox point of view, 
there is definitely a place for cottage industries in our 
national economy, because not only that they provide employment, 
to a large number of our people, but some of the cottage 
products are so artistic and beautiful that the large scale 
industries cannot produce them. And above all, there is a 
hiiman touch in cottage industry products, which has made them 
more endearing to a great many people at home and abroad. 
There are certain special considerations which must be 
taken into account while assessing the place of cottage 
industries in the national economy. These considerations may 
be briefly studied under the following headss 
^1) Securing full employment 
There are far too many people working on land in India, 
it is imperative that they should be drawn away from the land 
as has happened in most of the developed countries during trans-
formation of their economies. It is now recognised that too 
many people working on land contribute too little output. 
Pvirther, the problem of unemployment is becoming more and 
more acute with each successive plan. The number of unemployed 
66 
Stood at 5.3 million at the end of Second Plan and 12 million 
at the end of ^Ehird Plan, and 26 million in the last year of 
Sixth Plan .2 
The problem is further aggrevated by a rapidly increasing 
population. The population has been increasing at a fast rate 
^ of 2,46 per cent per annum. Cottage industries being labour-
, intensive, can provide employment to India's teendng millions. 
In less-developed countries with large reserves of surplus 
labour, there is undoxabtedly a case for paying special attention 
to labour-intensive and light industries# scattered and 
decentralised rather than concentrating on capital intensive 
4 
heavy industries. So it is often argued that one of the most 
promising opportunities for employment lies in developing 
small industries. The healthy development of small scale 
industries would be of effective approach to the pressing human 
welfare problem of unemployment and would moreover provide a 
strong base for stable growth of a large sector of the Indian 
economy. What is true in case of small industries equally 
holds good for cottage and village industries. 
1 Ram, K.Vepa: Indistrial Devftlopnent of Andhra Pradesh, 
M.Sesbachaiam & Co., Magulipatnam, 1969, p.72. 
2 Government of India, Planning Commission, Sixth Five Year 
Plan, 1980-85, p.187. 
3 Monthly commentary on Indian Economic Condition, April, 1971, 
p.27. 
4 Basu, S.K., Place and Problems of Small Industries, Mukharjee 
& Co., Calcutta, 1957, p.85. 
5 Rangaramu, B.N., Dy. Director of S.S.I., Bombay, Small Units 
Career for Jobless Engineers, The Economic Times, Bombay, 
September 7, 1976. 
6 Govt, of India, International Planning Team, Ford Foundation, 
Report on Small Industries in India, 1955, p.16. 
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More than 69 per cent of the people in India are 
dependent on agriculture. Agriculture is a seasonal occu-
pation in India. An agricultural labourer will find work for 
a period of six months and rest of the year he will be unemployed. 
Only cottage and small-scale industries can solve the problem 
of this seasonal unemployment. The industry can be easily 
started and simply operated. They can be left off during the 
agricultural season by employing other hands, if needed. This 
is possible because most of the jobs in these, industries do 
not require special training or skills. These industries will 
provide enployment without adversely affecting the main occu-
pation, namely, agriculture. 
The Sixth Plan Programme 
The new programme initiated during the Sixth Plan period 
comprises entrepreneurial development, establishment of sub-
contracting exchanges and modernisation of small scale industries. 
The policy measures (i) increase in the number of reserved 
2 
items for exclusive production in the small sector (872), and 
(ii) exclusive purchase from this sector by the Government 
3 
and related organisations to 257 items. According to the 
1 Commerce, Bombay, Vol. 144, No. 3693, March 20, 1982, p.34. 
2 see Appendix 1 for reserved items. 
3 Goveamment of India, Planning Commission, Sixth Five 
Year Plan, New Delhi, 1980-85, p.199. 
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Industrial Policy statement of July 23, 1980, the "Govern-
ment is determined to promote such a form of industrialisa-
tion in the country as can generate economic viability in the 
villages... handlooms, handicrafts, khadi and other village 
industries will receive greater attention to achieve a faster 
rate of growth in the villages." Thus, a balanced and 
harmonious development of all sectors of industries has been 
envisaged to promote economic federalism by setting up a few 
nucleus plants in each district with appropriate technology 
suited to the needs and environment of local people. Further, 
the "policy regarding marketing support to the decentralised 
sector and reservations of items for small scale industries, 
shall continue to be in force in the interest of growth of the 
2 
small scale industries". 
In the light of the above industrial policy statement, the 
Sixth Plan's policy support for the development programmes 
relating to the village and cottage and small industries, 
3 
has been in the following directions: 
(1) Integration of the promotional programmes in the 
sector vdLth other area development programmes and 
adoption of a cluster approach,particularly for the 
traditional industries. 
(2) Restructuring of the organisational base at the 
district level to make it more effective and result 
oriented. 
1 Ibid., p.191. 
2 Ibid. 
3 Ibid. 
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(3) Development of appropriate technoldgies and skills# 
their effective extention and transmission. 
(4) Increased availability of raw materials including 
creation of buffer stocks/ particularly of critical 
raw materials. 
(5) Accelerated flow of institutional funds specially 
in favour of artisans, village industries and 'tiny* 
units and rationalisation of the interest rate structure. 
(6) Organisation of producer-oriented marketing both 
within and outside the country. 
(7) Selective reservation of items for exclusive production 
and purchase from cottage and small industries. 
(8) Effective promotion of ancillaries. 
(9) Strengthening and extension of cooperative form of 
organisation particularly for cottage and tiny units. 
(10) Building up of a sound data base to facilitate proper 
policy formulation and evaluation. 
Need to Protect Cottage Industries 
It is in national interest that big industries should 
not be allowed to encroach upon cottage industries. Therefore, 
every encouragement must be given to the cottage industries 
also by providing them protection. The cottage industries 
sub-committee Report, Uttar Pradesh, rightly remarked: 
"We have measured our recommendation with the 
yardstick of employment. In order to avoid the 
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unnecessary burden on the consumer, we have 
suggested ways and means to make the cottage 
indxistries more efficient and less costly. We 
further maintain that the multiplication of 
cottage industries will produce a far healthier 
and more intellectual and art loving nation than 
if the people be made the slaves of big machines." 
Obviously, the national policy with regard to cottate 
industries would also find expression in the programmes of 
action by the states of the Indian Union including Uttar 
Pradesh. 
In Uttar Pradesh, today, the cottage and small industries 
provide empl03^ent to nearly 7.70 lakhs people; whereas large 
2 
scale industries provide employment only to 2.15 lakhs people. 
As far as employment is concerned, they stand next only to 
agriculture. Hence, the great need to develop cottage and 
small-scale industries is imperative. Emphasising same point, 
earlier our former President Shri V.V.Giri said, "An employ-
ment-oriented industrial programme to bridge the widening 
gulf between economic growth and surplus manpower is urgently 
called for."^ 
1 Government of Uttar Pradesh, Report of the Cottage Indus-
tries Sub-Committee, Lucknow, 1947, p.5. 
2 Government of Uttar Pradesh, Development of Industries in 
Uttar Pradesh (Progress Review), Directorate of Industries, 
Kanpur, 1982-83, p.37.(Hindi edition). 
3 Shri V.V. Giri's inaugural address at the First All-India 
Small-scale Industries Exhibition at New Delhi on the 1st 
April, 1971, on the occasion of Second Afro-Asian Conference 
on small Scale Industries. 
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Ecfuitable Regional Distribution of Industry 
'tJentralised industries accumulate wealth but distribute it 
badly. Therefore, the proper place for the exploitation of 
national resources for the benefit of producers is provided 
by the working of decentralised units," thus observes 
Dr. J.C. Kumarappa, a greater Gandhian economist and an 
authority on village and cottage industries. Ours is a vast 
country and therefore, on account of special geographical 
and political circxirastances of the country, there is a 
parciraount necessity that the industries should be well-distri-
buted over the entire area. The large scale industries, by 
virtue of their certain special features, will naturally 
have a tendency to aglomerate in certain parts of the country. 
These being important wealth producing centres, there will 
breed a great disparity in income and opportunities in 
different parts of the country. This would further add to 
consequent dissatisfaction. In Uttar Pradesh, about 77,909 
small scale industries have been established and about 
2 
7,70,321 persons were employed till the end of March, 1983. 
Under the programme of setting up village and small industries 
launched by the U.P. Dis t r i c t Industr ies Centres, 7,368 units 
were set up in the year 1983, resulting in employment of 
1 Kxamarappa, J.C, The Economic Background, Navjeevan 
Publishing House, Ahmedabad, 1942, p.40. 
2 Government of Uttar Pradesh, DevelojHnent of Industries 
in Uttar Pradesh, op.cit., p. 37. 
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65,174 persons. 
These units are scattered throughout the State of 
Uttar Pradesh, and thus provide employment to the folks 
without causing concentration of units. As against the 
development of large scale units on the British and American 
models concentrating them in a few places, drawing all the 
labour from the village to the point of over-crowding these 
industrial cities has created many problems. In this connec-
tion, the advice given by Dr. J.C. Kxiraarappa may be followed 
to our benefit: "We have to be very sparing, in the use of 
2 
centralised units in our country," We are developing our 
cities and towns entirely neglecting our villages with the 
result that the villagers are migrating to the urban areas 
on different errands. Further, the disparity between our 
villages and towns is so great that the tiller of the siol and 
rate-payer have lost hope and are, in dispair, migrating to 
urban areas with the result that the disadvantages of 
urbanisation are visible in a big way. 
"The State should also evolve such methods of planning 
and techniques which may help us in checking the flight of 
talents and capital from the State to other areas where these 
'inquisitive wanderers' may sometimes add to disequilibria. 
Since development policy is also a matter of tax incentives, 
we should strive to influence the decisions of the prospective 
1 The Hindustan Times, New Delhi, LXI,2, Jan., 2, 1984, p.6. 
2 Kuwakappa, J.C., The Economic Background, Navjeevan Pub-
lishing House, Ahmadabad, 1942, p.41. 
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investors to our advantage by allowing them further rebates 
and concession. It is with this in view that a separate 
growth plan with specific concessions and locations should be 
presented and circulated amongst the leading industrialist of 
the country. However, the State may also participate in 
these." Moreover, "urban employment policy should also be 
directed with a view to avoid fake urbanisation and flooding 
of cities by the 'inquisitive wanderers'. This may be 
achieved by creating a middle road between the rural and urban 
areas through the establishment of agro-based and small 
2 
Industries.. ,•* 
Securing Equitable Distribution of Wealth 
An unequitable distribution of wealth creates disharmony 
in the social life of a country, and has been a potent cause 
of revolution in some countries, viz., Russia and China, etc. 
In a country like India, where the masses are extremely poor, 
a proper distribution of wealth should occupy a prominent place 
in any scheme of national planning. The emergence of factoiry 
system of production has led to the unprecedented inequalities 
1 Waseem, S.M., Backwardness, Growth Areas and Development 
Staraties, Society for Developnent of Uttar Pradesh, Kanpur, 
1971, p.122. 
2 Waseem, S.M., Problems and Prospects of industrial Empoloy-
ment in Uttar Pradesh, Industrial Growth ih Uttar Pradesh: 
Obstacles and Remedies, Society for Development of Uttar 
Pradesh, Kanpur, 1973, p.35. 
74 
of income, Th© labour is to be looked upon as the means of 
distribution of wealth. 
"If production itself is a means of distribution of 
wealth, then the larger number of producers we have the more 
1 
evenly will wealth be distributed," remarked Dr. J.C.Kumarappa. 
To speak the truth, we need a simple type of machinery which 
can be purchased by an average producer to use for increasing 
his efficiency rather than provide a room for exploitation. 
Likewise ^r, V.K.R.V, Rao said that "the small scale and 
cottage industries have this in their favour that, with 
proper safeguards they will result in a large and more widely 
distributed sharing of the productive function, and therefore, 
2 
a more equitable distribution of the produce of industry." 
To conclude we stress that cottage industries occupy a pre-
dominant position in the economy of the coutry-side. They 
enjoy many natural and special advantages particularly 
relevant to the country like India and the State like Uttar 
Pradesh, which is industrially languishing. 
^•^A The cottage industries fostersmd perpetuate the spirit 
y y^of nationalism. Similarly, cottage worker also enjoys definite 
u advantage over his counterpart in the large-scale industries, 
^ ^ 
^y because he can give personal attention to every minute matter 
In.r making it possible to give varied products in different 
1 Kumarappa, J.C, The Economic Background, op.cit., p.41. 
2 Rao, V.K.R.V,, Small scale and cottage industries, Ed. P.C. 
Jain, Industrial Problems of India, Chaitanya Publishing 
House, Allahabad, 1965, p.107. 
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tasteful and personalised designs. Moreover, this can be 
made possible without incurring any significant cost and 
without inviting extra labour, because unlike machines, he 
has not to incurr extra burden in changing his frame of work. 
It is,therefore, understandable as to why artistic articles 
and those catering personal tastes, continue to be a virtual 
monopoly of artisans and cottage workers. Transport cost and 
risks have all along been low particularly due to the local 
nature of the markets. However, efforts must be made to find 
out new non-traditional markets for products of cottage and 
small-scale industries. These besides playing dominant part 
in our economy, also serve as a means to bring about an 
equitable distribution of wealth.The foregoing analysis more 
particularly applies to the economically backward State — 
uttar Pradesh. 
Role of Central Cottage Industries Ltd. in 
Helping the Cottage Industries 
The Central Cottage Indvistries Corporation of India 
Ltd. was established in 1976 with a view to help and promote 
the cottage industries in the country. The Authorized 
Capital of the Corporation is Rs. 1 crore and the paid up 
capital is Rs. 50 lakhs, which has been subscribed by the 
Handicrafts and Handloom Export Corporation of India Ltd. 
1 The Corporation is the sxibsidiary of Handicrafts and 
Handlooms Corporation of India Ltd., New Delhi. 
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Since its inception in 1976/ the Corporation is helping the 
cottage industries in the marketing and exporting of their 
products. The Corporation has emphasised on designed deve-
lopment and many new designs and new ranges of quality products 
including ready-made wears, accessaries, jewellery, and gift 
items, etc. In order to increase its market share, the 
Corporation with the assistance of the Development Commissioner 
(Handicrafts) has organised and planned a series of exhibi-
tions-cum-sales shows all over the country. The Corporation 
has four branches in the country at Bombay, Calcutta, Delhi 
and Jaipur. It is suggested that the Corporation should also 
open one such brahch at Lucknow in Uttar Pradesh. 
1 The Board of Directors have while presenting the Annual 
Report of the Corporation for the year ended March 31, 
1981, summarised the financial results for the year 
ending 1980-81 as under: 
c i^ o 1980-81 1979-80 
^2i^- (RS. in Lakh^ :! 
Export ... 32.71 28.82 
Domestic ... 561.54 502.77 
TOTAL 594.94 531.59 
Profit and loss 
Trading profit ... 144.15 139.71 
Other income ... 19.59 19.62 
TOTAL ... 163.74 
Net profit and loss before tax (+) 4.57 
Provision for taxation ... 9.00 
Net profit and loss after tax (-) 4.43" 
The turnover of the Corporation in the Fifth year of 
its operation was Rs. 594.25 lakhs during 1980-81 as against 
Rs. 531.59 lakhs during 1979-80 showing an increase by 11.08 
per cent. 
(+) 
(+) 
159. 
20 . 
26. 
.33 
.93 
. ^3 
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Growth and Development of Cottage Industries 
in Eastern Uttar Pradesh 
We will now proceed to discuss the development and prospects 
of cottage and small scale industries located in Eastern Uttar 
Pradesh. 
Handloora industry is an important cottage industry of Eastern 
Uttar Pradesh. The total nxamber of looms in 15 districts of 
Eastern Uttar Pradesh is estimated at 2,13,965, out of which, 
21,238 looms are power-driven. The employment potential of hand-
loom industry, as compared with that of the organised mill industry, 
is considerably larger. The number of workers engaged in this 
industry is estimated at 6,68,628. This industry has been accorded 
high priority in our Industrial Policy, In fact, this is the 
During the Second Five Year Plan, the development programme 
for the handloom industry provides mainly for measures of 
assistance to handlooms which are brought into the coopera-
tive sector. Weavers in the cooperative societies can be 
given much greater assistance than those working on their 
own looms will be advanced to weavers to enable them to join 
cooperatives, and working capital will also be provided. The 
principal aim of handloom programme during the Third Five 
Year Plan period has been to bring about further expansion 
of handloom production through fuller employment of the 
handloom weavers and the introduction of improved techniques. 
During the Fourth Five Year Plan, the main aims of handloom 
industry programme were to improve the productivity of the 
workers to enlarge the availability of institutional finance, 
and to pay special attention to the growth of handloom indus-
try in rural areas and small towns. During the Fifth Five 
Year Plan, special study was proposed to be taken up which 
could help in taking concrete policy and other measures for 
the development of industry, including the attainment of the 
share alloted to the industry for meeting the additional 
requirements of cloth. 
During the Sixth Five Year Plan, the main objective of hand-
loom industry programme is to generate large scale opportu-
nities on a decentralised and dispersal basis, to upgrade the 
existing levels of skills of a-rtiAaps as well as quality of 
their products and to .^r^jp^'^^ix^l^'^jMj^lf'^p both for mass con-
sumption and exports. ^ ^^ 
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only decentralised rural and sub-rural industry through which 
employment is provided to workers and backward classes of our 
society. This industry is not only opening new sources of income to 
them/ but also playing an important part in providing quality cloth 
at cheaper prices. The table 1 shows the position of looms and 
weavers as on March 31, 1983: 
Table 1 
POSITION OF LOOMS AND WEAVERS AS ON MARCH 31, 1983 
IN EASTERN UTTAR PRADESH 
S.No. District No.of No.of No.of looms power looms weavers 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
Varanasi 
Azamgarh 
Basti 
Faizabad 
Gorakhpur 
Ghazipur 
Pratapgarh 
Jaunpur 
Deoria 
Allahabad 
Mirzapur 
Ballia 
Sultanpur 
Gonda 
Bahraich 
Total 
68,091 
53,412 
24,216 
17,945 
11,899 
8,265 
6,053 
5,925 
4,305 
3,962 
3,835 
2,746 
1,522 
1,512 
277 
2,13,965 
7. 
10, 
2, 
21, 
116 
,825 
605 
,000 
52 
24 
57 
45 
NA 
,500 
NA 
06 
04 
04 
NA 
238 
1,81,808 
2,10,074 
80,170 
59,722 
29,306 
22,766 
17,566 
9,158 
4,460 
5,372 
35,182 
5,110 
5,536 
1,044 
1,154 
6,68,628 
N.A. = Not available. 
Source; Data quoted from the Information Brochure of the 
Directorate of Industries, Government of Uttar 
Pradesh, Kanpur, March, 1982. 
The data quote in Table No.l highlight the need for the 
modernisation of looms. In Varanasi district, there are 
68,091 looms, out of which only 116 are power-driven looms. 
This clearly emphasises that there exists a need to provide 
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assistance for the modernisation of existing looms, Faizabad, 
Azamgarh and Allahabad, are the districts where a large 
ntamber of power driven looms exist. In the remaining 
districts of Eastern Uttar Pradesh either there is no power-
driven loom or very insignificant ntiraber of looms exist. 
All out efforts under the development programmes are 
being made to develop production capacity and the standard 
of living of the weavers. Some of the steps taken are... 
bringing the weavers into the cooperative sector, supply of 
raw materials, availability of improved equipment and tools, 
technical advice, financial facilities, managerial facilities 
and improvement in designs, storage and marketing facilities, 
etc. 
It will be worthwhile to briefly examine the functions 
and the working of the U.P. State Handloom Corporation Ltd., 
Kanpur, to help assess the availability and adequacy of the 
assistance to the handloom sector in U.P. with particular 
reference to its Eastern region. 
Uttar Pradesh State Handloom Corporation Ltd., Kanpur. 
The Uttar Pradesh Handloom Corporation Ltd., Kanpur, 
which was established in January, 1973, with a view to make 
all out develojxnent of handloom sector, has included the 
1 Development of Industries in Uttar Pradesh, Progress Review/ 
1982-83, Directorate of Industries, Kanpur, p. 113 (Hindi 
Edition). 
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following aspects in its development programmes: 
i) Development of weavers and handloom sectors with 
minimum capital investment, 
ii) Marketing of handlooms at a large-scale with a 
view to gradually delete the role of middleman^, 
iii) Assistance in manufacturing of latest designs of 
clothes, 
iv) Availability of raw materials at cheapter prices, 
and 
v) modernisation of handloom industry. 
The progress of Uttar Pradesh State HandlocMn Corporation 
Ltd., Kanpur, can be viewed from the following data: 
Table 2 
PROGRESS OF UTTAR PRADESH STATE HANDLOOM CORPORATIOKf 
LTD., KANPUR 
(1978-79 - 1981-82) 
S.No. Particulars 1978-79 1979-80 1980-81 1981-82 
1 Production (Rs. Lakhs) 951.28 1,615.13 2,532.86 3,398.19 
2 Purchases (Rs. Lakhs) 486.77 408.11 1,124.85 2,250.65 
3 Sales (Rs. Lakhs) 1,500.04 2,413.57 4,072.68 5,289.22 
4 Production Centres (No.) 56 79 177 131 
5 sales Centres (No.) 46 57 67 79 
Source; Development of Industries in Uttar Pradesh, Progress 
Review, 1982-83, Directorate of Industries, Kanpur, 
p. 119 (Hindi Edition). 
The data quoted in Table No. 2 show that the Uttar Pradesh 
State Handloom Corporation Ltd. is making all round progress in 
1 Ibid., p. 118. 
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all its spheres of activities including production, purchases 
and establishment of production and sales centres. During the 
period 1978-79 to 1981-82, production in terms of value 
increased nearly to 3#5 times from Rs. 951.28 lakhs during 
1978-79 to Rs. 3/398.19 lakhs during 1981-82; purchases 
have increased more than five times from Rg. 486.77 lakhs to 
Rs. 2,250.65 lakhs during the same period. Sales have 
increased to nearly 3.5 times from Rs. 1,500.04 lakhs during 
1978-79 to Rs. 5,289.22 lakhs, during 1981-82. The nximber of 
production centres have more than double during the period, 
and the number of sales centres has also increased consi-
derably from 46 during 1978-79 to 79 during 1981-82. 
At the end of November 1983, 35.77 crore metres of hand-
loom cloth was spun, 2,600 people trained in handloom, 
2,603 looms installed in cooperative sector and 1,821 looms 
taken over by the Handloom Corporation in Uttar Pradesh. 
Besides, financial assistance was given to 25,952 artisan 
units during the same year in Uttar Pradesh. 
2 
The Corporation has made arrangements to export hand-
loom products, specially those manufactured at Allahabad, 
Azamgarh, Paizabad and Varanasi district of Eastern Uttar 
Pradesh in collaboration with the Central Handicrafts and 
Handlooms Export Corporation of India Ltd., New Delhi. The 
1 Hindustan Times, New Delhi, Vol. LXE, No.2, January 2, 
1984, p.6. 
2 The Times of India (Supplement), Lucknow, Oct.17, 1983, 
p. xi. 
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Ministry of Commerce/ Government of India has accepted 
the recommendations of the Handicrafts and Handlooms Export 
Corporation of India Ltd., to establish a trade centre at 
Dusseldorf (West Germany) and re-opening of the Sona Show-
room in New York for the promotion of the Indian handicrafts 
and handloom products abroad. This bound to encourage 
the handloom sector in Uttar Pradesh and its Eastern region. 
The National Handloom Development Corporation has 
established a raw material bank at Lucknow (U.P.) in colla-
boration with the State Apex Handloom Cooperatives and State 
2 
Handloom Federation, to help the handloom weavers in getting 
regular supplies of yarn, dyes and chemicals, tools and 
equipments at reasonable prices. The objectives of the 
Corporation is the procurement and supply of inputs for the 
weavers to boost the production of handloom goods by organis-
ing a chain of retail outlets and to provide financial assis-
tance for the setting up of reeling spinning mills in the 
cooperative sector. 
The Uttar Pradesh State Handloom Corporation Ltd.,Kanpur, 
is establishing the Handloom Complex under the programme of 
•Establishment of Handloom Complex', which will provide the 
necessary facilities such as financial assistance especially 
1 The Hindustan Times, New Delhi, LXI, No.6, February 6, 
1984, p.16. 
2 The Economic Times* New Delhi, X, No. 343, March 5, 1984, 
p. 1. 
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to the technically qualified entrepreneurs. Generally the 
unit consists of about 25-50 looms. The complexes are 
running in 17 districts of the State including Meerut, 
Ghaziabad, Gorakhpur, Mau (Azamgarh), etc. Two new complexes 
will be started one each at Dehra Dun and Sultanpur districts 
2 
during 1933-84. Under this programme^ 334 entrepreneurs 
have been selected for establishing the handloom units; out 
of this* the project and loans has been accepted for 144 
entrepreneurs/ the construction of workshed is progressing 
in 50 units and production has been started in 56 other units. 
Sericulture Industry 
Sericulture is another labour intensive cottage industry 
in Eastern Uttar Pradesh, where temperature, climate and 
favourable geographical conditions, exist for undertaking 
sericulture activities profitably. Many efforts have been 
made for the development of sericulture industry in Eastern 
Uttar Pradesh. The fundamental objectives of such efforts 
include: (i) Provision of regular work opportunities for 
backward and weaker societies in terms of definite land-based 
activities; (ii) promotion of the growth of cottage indus-
tries in manufacturing and processing of cocoons; and (iii) 
1 Progress Review, Development of Industries in Uttar Pradesh, 
Directorate of Industries, Kanpur, U.P,, 1982-83, p,121 
(Hindi Edition) . 
2 The Times of India (Supplement), Lucknow, 0ct.l7,1983,p.XI. 
3 Progress Review, Development of Industries in Uttar Pradesh, 
op.cit., p.121, 
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an increase-in the income of the backward classes and 
thereby to help improve their quality of life. 
The salient features of sericulture development programmes 
being implemented in Eastern Uttar Pradesh, may be sximmarised 
as follows: 
i) Supply of disease-free silk worm seeds to tribal 
farmers either free of cost or at nominal prices, 
ii) Increasing the productivity of Mulberry, Tassar, Muga 
and Eri leaves cultivation. 
iii) Promotion of marketing of cocoons reared by tribal 
farmers through cooperatives. 
iv) Establishment of weaving and spinning units in the 
tribal regions to promote the industrial development 
of concerned areas. 
v) Protection of tribal farmers paractising sericulture 
from the exploitation of middlemen by creating appro-
priate marketing organisations. 
vi) Providing subsidy and bank loans to help promote the 
development of sericulture as a viable industrial 
activity in the tribal areas. 
vii) Involvement of major institutions like the Central 
Silk Board, the medixim and large-sized silk mills, 
banks and cooperatives, etc., to promote sericulture 
as an important form of occupation for tribals, weaker 
sections and backward classes. 
1 Heggade, O.D., 'Developing of Sericulture in Tribal Areas', 
Khadi Gramodyog, KVIC, Bombay, July 1982, pp. 466-467. 
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Progress Made - The nature and magnitude of progress made 
by the Sericulture Industry in Eastern Uttar Pradesh can be 
inferred from the following data:(Table 3). 
Table 3 shows that during the year 1981-82^ the supply 
against the personal rear target of 1,245 kg was 725.41 kg, 
and supply of cocoons against production targets of 78,000 kg 
was 25,555.53 kg. In 1982-83, the supply against personal 
rear target of 2,080 kg was 879,36 kg and supply of cocoons 
againist production target of 1,20,000 kg was 35,132.91 kg. 
This means that there has been a shortfall in the targets 
achieved. 42.00 % in case of personal rear target, 70,00 % 
in the supply of cocoon production during the year 1981-82. 
In the year 1982-83, there has been a decline in the personal 
rear target to 58.0 % and 71.0 % in the supply of cocoon 
production. 
The monthly target of cocoon production during 1983-84 
in the five districts of Eastern Uttar Pradesh is given in 
table 4. 
Table 4 shows that Deoria, with a cocoon output target of 
4,200 kg and Bahraich with a cocoon output target of 4,000 kg, 
figure at the top, followed by Gorakhpur (3,600 kg), Gonda 
(1,200 kg) and Basti (800 kg) districts. 
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Table 4 
TARGET OF COCOON PRODUCTION IN THE EASTERN X3TTAR 
PRADESH-1983-84 
(In kg) 
Months Perceo-tage Deoria Gorakhpur Basti Gonda Bahraich 
April 
May 
June 
September 
October 
November 
February 
1984 
20 
15 
10 
25 
30 
15 
30 
4,200 
1,200 
800 
3,750 
4,500 
1,200 
7,500 
3,600 
1,200 
800 
10,000 
3,750 
1,200 
6,000 
800 
600 
200 
2,000 
900 
300 
3,000 
1,200 
900 
200 
5,000 
2,100 
450 
4,500 
4,000 
1,200 
800 
11,250 
4,500 
1,200 
7,500 
Source: Data made available by the Directorate of 
Industries, Kanpur, 
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Oil Industry 
The village oil industry is a major cottage/village 
industry of Eastern Uttar Pradesh. Its importance, poten-
tial and prospects can be easily understood from the fact that 
our country produces nearly l/5th of the total production of 
the world oil seeds, which are used for extracting oil for 
human consumption* industrial purposes and for exports. 
In the villages of Eastern Uttar Pradesh the extraction 
of oil is done by bullock driven ghanis/ which are about 
630 in number. About 35 per cent of the total production of 
village oil industry in Uttar Pradesh is done in Eastern 
Uttar Pradesh. The number of persons engaged in this industry 
in Eastern Uttar Pradesh is 1/250 and their capacity for 
crushing is estimated at Rs. 1.20 crores. 
The ghanis face competitions from oil mills run through 
mechanical/electrical power. Hence, there is need to improve 
the production capacity of traditional oil ghanis by providing 
them various facilities such as power driven ghanis, and 
shades, etc. 
This industry is being run by registered cooperative 
societies, public sector organisations and individual units. 
To develop this indxistry, Khadi and Village Industries Board, 
U.P., provides the technical and financial assistance. In 
1980-81, the Board distributed Rs.25,76,250 as loans and 
89 
Rs. 2,60/466 as grants, helping to provide additional 
employment to 3,000 persons. Out of this, the Board is 
expected to distribute Rs. 8,58,750 as loans and Rs. 86,822 
as grants with the projected employment to 1,000 persons, 
2 
to Eastern Uttar Pradesh. 
Soap Industry 
Soap is used as an essential item for domestic consump-
tion. The primary raw materials used in the soap making, are 
several types of oil-seeds, which are usually either wasted 
or put to use for limited purposes. By crushing these seeds 
and utilizing their oil for industrial purposes, we can 
supplement country's oil resources. This consideration as 
well as providing opportunities of employment to villagers 
explain the importance of this industry. The Khadi and 
Village Industries Board, U.P., realising its importance 
included the soap industry in its active programme. Since 
then this industry is developing fast in the all the 15 
3 
districts of Eastern Uttar Pradesh. 
Under pre-planned programme of Khadi and Village Industries 
1 Progress Review, 1981-82, Khadi and Village Industries 
Board, Lucknow, p.30 (Hindi Edition). 
2 Based on the population proportion of Uttar Pradesh and its 
Eastern part, have been calculated by the researcher. 
3 Progress Review, 1981-82, op.cit,, p. 37. 
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Board/ U.P./ registered cooperative societies/organisations 
are helped by providing them machines and equipments/ build-
ing, working capital and technical knowledge, etc. Individual 
entrepreneurs are also encouraged. For the purpose of con-
venience, this industry has been divided into two parts, viz., 
(a) Collection of seeds and extraction of oil from non-edible 
oil seeds, and (b) soap making units. 
Table 5 shows the financial progress of the soap making 
industry in the region: 
Table 5 
FINANCIAL PROGRESS OF SOAP MAKING INDUSTRY I N 
EASTERN UTTAR PRADESH 
Year 
"SrtL"°|gKf Bistributea ^ount 
Loan Grant Loan Grant 
(Rs) (Rs.) (Rs) (Rs.) 
1980-81 15,50,000 30,000 8,35,000 10,000 
1981-82 37,35,000 17,000 65,000 
Source: Progress Review, 1981-82. Khadi and Village 
Industries Board, Lucknow, p.37 (Hindi Edition) 
Gur and Khandsari Industry 
The gur industry is one of the most important agri-cottage 
industries in the State, It occupies an outstanding position 
in the village economy^ It has been an ancient cottage industry 
in India, for people have been using gur as an energy producing 
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food. Its nuritive and medicinal values have been great. It 
is rightly called the poor man's sweetner. Sugar is no subs-
titute for gur as the latter contains mineral salts like 
calciiam-pectate, phosphorous-oxide, proteins and iron# so 
vital to health in this age of prevailing universal mal-
nutrition. 
Gur and khandsari is mostly produced in Uttar Pradesh. 
J''' The share of Eastern Uttar Pradesh is about one-third of the 
•yV^ total production. The estimated annual production is worth 
.(^yA/) about one thousand lakh of rupees. The possibility of running 
/\y the industry with smaller amount of capital and technical skill, 
(f f ' l / convenience of low transport charges, and the existing specific 
ex V r 
^. demand for it, are some of the reasons for its continued 
Y survival. The production of gur and khandsari are carried 
in rural areas and provide part-time and seasonal employment 
to a large section of the population. There exists large 
potential for the improvement to this industry. Uttat Pradesh 
Khadi and Village Industries Board is taking vigorous steps 
to develop the industry throughout the State and especially 
in Eastern Uttar Pradesh, The working of the Board is such 
that registered cooperative societies and individual units 
are provided financial and technical assistance in accordance 
with the Board's planned policies, so that these units could 
sell their production in the open market without being 
exploited by the middlemen. The progress of the Board can be 
judged from the data given in table 6. 
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T a b l e 6 
PROGRESS OF GUR AND KHANDSARI INDUSTRY IN 
EASTERN UTTAR PRADESH 
( 1 9 8 0 - 8 1 & 1981-82) 
Year Production Sales Employment 
(Rs.lakhs) (Rs.lakhs) (in No) 
1980-81 2,052.90 2,691.08 1,18,205 
1981-82 3,158.00 3,549.21 1,22,261 
Source: Progress Review, 1981-82, Khadi and 
Village Industries Board, Lucknow, p.26 
(Hindi edition) . 
Hand-made Paper Industry 
Hand-made paper indxistry is another traditional cottage 
industry of Eastern Uttar Pradesh. Its origin can be traced 
to the Mughal period. Allahabad, Paizabad and Sultanpur are 
the three districts of Eastern Uttar Pradesh, where this 
industry is developing fast. The Industjry still survives 
because hand-made paper has certain commendable superiority 
over its mill-made counterpart. It has greater strength, 
high durability and special uses like making of ledgers, etc. 
The Uttar Pradesh Khadi and Village Industries Board is 
trying hard to develop this industry and for this purpose the 
2 
Board has started the following programmes: 
1 Rao, R.V., Cottage Industries and Planned Economy, Vora 
& Co., Bombay, 1957, p.56. 
2 Progress Review, 1981-82, Khadi and Village Industries 
Board, Lucknow, op.cit., p. 35. 
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(a) The departmental centres have been established in the 
backward regions like Kalpi in Bundelkhand region and district 
Faizabad in Eastern Uttar Pradesh. The Centre provide various 
facilities, such as technical knowledge, raw materials, 
colours and chemicals, testing facilities to other regional 
production units, and the like. The administrative officer 
posted at each Centre provides the essential facilities, such 
as technical/mechanical knowledge to the local Centres. 
(b) The Planning Officer of the Head Office, who is appointed 
by the Board, provides necessary expertise to identify, 
analyse and solve the problems of the hand-made paper units 
in the State. 
(c) The Head Office gives 80 per cent payment immediately 
against the supply of hand-made paper under its programme 
of buying hand-made paper for selling purposes through the 
Board, and, 10 per cent payment is adjusted against the 
instalments of loans which is given for the establishment 
of the units. According to the rules, the remaining 10 
per cent payment is adjusted for the forthcoming period. 
(BPPd Prospects - With the economic development and spread of 
education and industrial prosperity of the country, the demand 
for hand-made paper is bound to rise. As such, the future 
of this industry is bright. 
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The raw materials required for paper industry are easily 
available in the rural areas of Eastern Uttar Pradesh itself. 
The matter is engaging the attention of the Uttar Pradesh 
Khadi and Village Industries Board, which is rendering aid 
to a number of paper-makihg units, and also trying to increase 
their number. The endeavours of the Board are also directed 
towards providing training facilities and improvement of 
marketing opportunities through standardisation of paper 
varieties. The following table shows progress of hand-made 
paper industry in Eastern Uttar Pradesh: 
Table 7 
PROGRESS OF HAND-MADE PAPER IN 
EASTERN UTTAR PRADESH 
Year Production Sales Employment (Rs. lakh) (Rs. lakh) (in nos.) 
1980-81 42.79 38.13 787 
1981-82 62.69 46.60 899 
Source: Progress Review, 1981-82, Khadi and Village 
Industries Board, Lucknow, p.36 (Hindi 
Edition). 
Main Problems Faced By the Cottage Indus-
tries in Uttar Pradesh 
AS cottage industries are of vital importance for economy 
of the State of Uttar Pradesh, it is imperative that the 
95 
defects and shortcomings with which they suffer should be 
removed at once. We may now discuss here the salient defects 
of these industries in a general way. 
1. Raw Material 
The difficulties regarding the supplies of raw material 
are becoming acute in a number of cottage industries. The 
cottage worker does not get regular supplies of raw material 
required by his trade. He is very much handicapped in getting 
adequate materials due to his financial position. He has no 
arrangement for stocking materials which are obtained seasonally 
and have to be used throughout the year, e.g., oil seeds. It 
is this that his lot has never been a particular happy one. 
Being a very small individual user of raw material, for 
generations, he has been in the hands of his local supplier 
who has been often exploiting hire. Above all, "in the 
absence of any sales organisation and because of their limited 
staying power, many of small producers are also forced to sell 
their products to middlemen generally, at lower prices. Thus, 
the actual producer suffers both ways — higher prices for 
raw materaisls and lower prices for finished products." 
Another difficulty that stands in the way is that he 
does not get materials of good quality. There is a considerable 
lack of reliability in the quality of goods sold by the 
1 Reserve Bank of India, Seminar on Financing of Small 
Scale Industries in India, Vol. II, Bombay, 1959, p.30. 
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middlemen. The raw material themselves are of poor quality 
and harm the reputation of the artisan who uses them. He 
is* therefore, not in a position to produce standard goods. 
For example, in case of handloom industir^, the weaver does 
not get sufficient quality of yarn. Moreover, whatever 
he gets is not of standard quality. Since the cottage worker 
purchases on credit, he has to pay exhorbitant rate of 
interest. Moreover, he is compelled to sell the finished 
articles to his supplier of finance. An acute problem ±s, 
therefore, shortage of raw material as a result of which 
"production capacity and employment potentialities remain 
significantly underutilised." The remedy perhaps lies in 
establishing many more producers' cooperatives which would 
improve their bargaining power in purchases and sales and 
2 
elminiate the margin of middlemen." 
As regards the supply of other raw materials like brass, 
steel, metal sheets, etc., he is faced with the same 
difficulty. 
Supply of raw materials, therefore, is an important 
matter. We should arrange for the regular supplies of raw 
material of good quality and at reasonable rates. It may be 
remarked hiere that mere formation of cooperative societies 
1 Government of India, Report of the Working Group on 
Small Scale Industries During Fourth Plan, 1969, p.30, 
2 Reserve Bank of India, Seminar on Financing of Small 
Scale Industries in India, op.cit., p.30, 
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will not solve the problem. In certain cases, like the 
supply of leather and yarn, etc./ the Government have to 
take strihgent measures to force the factories to reserve 
a certain portion of their products for use by the cottage 
workers. To quote the recommendation of the Dutt Committee 
on Industrial Licencing^ "Certain components or materials 
needed by small-scale industries have to be produced on a 
large scale for technological and economic reasons. We 
suggest that proper measures should be instituted to ensure 
that the small scale sector is able to obtain those on fair 
conditions relating to price, quality and delivery period. 
One possible method of ensuring these would be to permit only 
those producers who are themselves not engaged in the business 
of producing the final product in competition with the small-
scale producers. Preference might be perhaps given to coope-
ratives of small producers in this respect." 
To conclude, the artisan does not get enough of what raw 
materials, he wants. Whatever he gets, is of poor quality, 
and has to be purchased at higher prices. These handicaps 
are common to all the cottage industries. The only solution 
that may put these right, can be met through cooperative 
organisations of the cottage workers themselves. 
2. Availability of Cheap and Adequate Finance 
The most important problem for cottage industries is 
1 Dutt, S., Report of Industrial Licencing Policy Inquiry 
Committee, Government of India, New Delhi, 1969.,p.106. 
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that of obtaining necessary finance. The artisan requires 
finance for purchasing raw materials^ for stocking the same 
and for holding finished artic3;es. It is difficult for him 
to obtain the money that he requires from banks or even 
from cooperative credit societies, for his assets are 
negligible. Moreover, he cannot fxirnish sufficient security. 
This was recognised by the International Planning Team, 1955, 
also. In their Report they stated: "In most of the work-
shops visited, real finance does not seem to exist at all. 
There was a severe lack of capital as well as of credits. 
The small factories in traditional Indian branches such as 
the brass industry in MoreLdabad, the lock industry in 
Aligarh, of the shoe industry in Agra to a great extent, 
seemed to rely on dealers when buying raw materials as well 
as when marketing their products." 
In fact, cottage and small-scale industrial units are 
handicapped by financial impediments. "Lack of finance is a 
serious drawback. Cottage and small scale industries do not 
have sufficient funds of their own for fixed capital inves-
tment, nor can they obtain the necessary resoxirces from 
institutional agencies, who are doubtful of the ability of 
such borrowers to repay the loans in time in the absence of 
developed markets for their products. Shortage of funds affects 
their inability to install modern machinery and tools and to 
1 Government of India, International Planning Team, Ford 
Foundation, Report on Small Industries in India, 1955, 
pp. 38-39. 
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maintain well organised and fully equipped factories. Similarly/ 
they cannot buy and store good quality raw materials or stock 
their finished products, pack their goods attractively, have 
any sales organisation of their own or fxirnish security 
deposits where necessary." 
Many advantages of large scale production are absent in 
the case of cottage and small scale industries and as such, 
2 
they cannot cope up with the unequal contest. The problem 
of finance is more acute in the case of those small scale 
industries which are comperatively capital-intensive like 
engineering units. Government's assistance in the field 
lof finance is inadequate. Until recently, the commercial 
banks were not in favour of financing the cottage and small 
scale industries; though after the nationaliscition of the 
major commercial banks in 1969 and then again in 1980, there 
is a clear shift in their attitude. They are now coming 
forward to finance the cottage and small scale industries 
as well. Cooperative credit societies can be of great 
service in advancing short-term loans to cottage and small 
scale industries. They know the artisans better and the 
procedures for getting loans are also simple. 
Small scale units doing jobs or supplying goods to 
Government Departments suffer due to the delays in the 
1 Reserve Bank of India, Seminar on Financing of Small 
Scale Industries in India, Vol.11, 1959, p.36. 
2 Ramakrishna, K.T., Finance for Small-scale Industry, 
Asia Publishing House, Bombay, 1962, p.11. 
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payment of their bills for months and year. Funds involved 
in those transactions/ thus/ remain blocked for long without 
their being ploughed back into the industry in time. In 
contrast with this situation, any application to the Govern-
ment for the supply of raw material is required to be accom-
panied by some advance payment. It may take fairly long time 
for the Government to supply the materials. 
Any arrangement for the provision of industrial credit 
to cottage industries through the banking system has to 
take into account these important factors, "A suitable 
structure which could meet their financial needs, more parti-
cularly the working capital requirements, has to be evoked 
in the light of the existing arrangements for financing this 
2 
important economic activity." 
3. Technique of Manufacture 
In the cottage industries, the technique of manufacture 
is poor and primitive. Almost all of the cottage workers 
have no idea of the recent improvements in the art of the 
technique of production. They continue to use old methods 
and implements. The existing techniques in a ntimber of 
cases have descended from the hoary past and still retain 
the form, shape and size which they first had centuries ago. 
1 Narayan, S.L., "Problems of Small Scale Industries", The 
Economic Times, New Delhi, February 24, 1971, p. 2. 
2 Governement of India, International Planning Team, Ford 
Foundation,Report on Small Industries in India, op-cit., 
p. 40. 
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Thus, in many places the weavers' handloom is still of the 
old cirude type; while the oil ghani shows not change at all. 
The Ford Foundation team also came to the similar conclusion, 
when they stated: "More often than not, age-old methods are 
being used and seemingly have not been changed for generations. 
Thus the production per capita is low, resulting in low earnings 
2 
and low wages.". 
While it is essential that village industries should 
receive the maxiraxim support in terms of State policy and 
specific assistance from the Government, these measures cannot 
have more than short term values unless the techniques of 
production of cottage indtostries improves rapidly. The utmost 
importance must be attached to arrangements for research and 
training in village industries. 
One of the important results of an intensive programme 
for the development of village industries will be to bring 
to light the problems which require research, e.g., in the 
direction of improved tools, the need has been felt for 
suitable handspinning machines, delinting and decorticating 
machines for cotton seed and groundnut, better hand-carding 
machines, improved spinning machines, a small carbonising 
machine for removing vegetable matter from indigenous wool, 
etc. Similarly, for paddy husking, improved implements are 
1 Rao, V.K.R.V., Small Scale and Cottage Industries, Ed. by 
P.C. Jain, Industrial Problems of India, Chaitanya Publi-
shing House, Allahabad, 1965, p. 107. 
2 Government of India, International Planning Team, op.cit., 
pp. 12-13. 
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needed for reducing the proportion of broken rice and for 
separating iinhushed paddy. Mitigations in technical and 
other problems to help make the results of researches 
available to the producers. It has also been recommended 
that a National School of Design be set up to serve as a 
creative centre for designs and fashions. 
4. Standardisation and Marketing of 
Cottage Products 
The most important problem which the cottage workers 
are facing is with regard to the difficulty of marketing 
their products. This hinderance is a special feature of all 
the cottage industries. From handloom weavers to the 
ordinary potters, all have to face this difficulty. If the 
cottage products do not sell or sell at a price which is 
unremunerative, the organisation is bound to fail. There 
are a number of other causes which add to the difficulties 
being faced by the cottage workers in the marketing of the 
products. The most important amongst these is the change 
that has taken place in the public taste due to the influence 
of the Western civilization. Contrary to this, the cottage 
worker is reluctant to change his old methods. The cottage 
industries Department of the State should also see that the 
cottage workers moves with the time and produces those goods 
which can be readily sold at remunerative prices. 
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i/ 
The cottage industries products are often costlier than 
machine-made articles. This is a stximbling block in market-
ing the goods of the former. The result of all this has been 
that in some cases, the cottage worker has been eliminated; 
while in other cases the prices had to be reduced, which in 
turn results in a sub-human existence of the worker. Lack of 
organisation is another important cause which puts the 
cottage worker at a great disadvantage. He has to depend com-
pletely on middlemen who is very much interested in maximising 
his gain. Even the concept of 'Enlightened Sel£-control* is 
not at work in most cases. The problem of marketing will 
not be successfully solved unless the artisans themselves act 
collectively. 
To overcome this difficulty, an efficient marketing 
system is essential. While endorsing the same opinion, 
the Ford Foundation Team said in its Report: "A systematic 
market study would certainly show a number of new potential 
outlets for the small industries. Villagers could absorb, we 
are convinced, quantities of products, pre-dominantly well-
made, non-moterised implements for agricultural use and 
" 1 
simple equipnent for domestic use. The Government could 
come forward to provide a fair market for the products of 
small scale industry by showing discrimination in its purchas-
2 
ing policy'i The team also tecoramended that;" (a) Made-in-In<3.ia 
1 International Planning Team, op.cit., p.13. 
2 Narayan, S.L., Problems of Small Scale industries. The Eco-
nomic Times, New Delhi, Feb. 24, 1971, p.2. 
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goods must be good and of uniform quality, (b) products 
must be geared to meet consumers' need and be so designed 
that they awaken latent needs also; and (c) aggressive 
efforts must be made to reach and stimulate the huge potential 
market of the villages." 
The Government can help in more than one way. Though 
in recent years steps have been taken to popularise the 
cottage products at home and abroad, the plight of the 
cottage workers continue to remain more or less the same. 
Government should give 'price preference* and 'quality 
preference' to cottage products. The Government offices and 
leaders of society can give lead by patronising cottage 
products. This will definitely influence their subordinates, 
. , \ and the public in general. The demand will increase and add 
momentum. The artisans should also be kept in touch with the 
changing fashions and latest designs so that they may produce 
the requisite articles. It is further suggested that there 
should be association of artisans which should undertake bulk 
purchases of raw materials and distribute them to the artisans. 
After the products have been made, they should likewise arrange 
for bulk sale. Such associations must primarily draw their 
membership from the artisans themselves. 
It may, therefore, be emphasised that a positive and 
dynamic policy 'should be followed by the Uttar Pradesh 
1 International Planning Team, op.cit., p. 9. 
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Government/ continuously directed to the problems of pro-
duction , finance and marketing that confront the cottage 
industries in the State, especially suited to the Eastern 
region of the province/ which has been economically languish-
ing and long neglected. This would go a long way in provid-
ing employment to rural population, so that the ever-increasing 
pressure on land may also be checked. 

C h a p t e r I I I 
CREDIT REQUIREMENTS AND FINANCING OP COTTAGE 
INDUSTRIES BY RURAL BANKS I N UTTAR PRADESH 
AND I T S EASTERN REGION 
^7 
\h IV 
l«/l ' 
In the preceding chapter we have analysed the defini-
tion and discription of cottage industries, their products, 
employment potential and problems, in perspective of Indian 
economy, Uttar Pradesh and its Eastern Region. In this 
Chapter we shall study the financial needs and financing of 
cottage industries by rural banks. 
Finance is the life-blood of industry and as such no 
industry can prosper until and unless it is properly financed. 
The importance of finance for cottage industries is as funda-
f, mental as elsewhere. Problems of cottage entrepreneur, whether 
concerning production or material, is, in the ultimate analysis, 
a financial one, for, "the problem of cottage and small indus-
tries together form a vast complex, where the different parts, 
regarding material, production, quality control, finance, 
marketing, etc., cannot be solved separately. The credit and 
finance problems have to be tackled as a part of the whole 
1>^  . programme,, if they are to hesGVvedT. For, without proper 
finance there will be no efficient planning, nor purchase of 
material, nor production, nor marketing, nor any fair profit. 
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the latter in its turn forming the foundation of the finance 
itself." While finance itself produces no output, "the 
wherewithals needed for providing all the necessary building 
and machinery, plant and equipments, tools and implements 
and other accessories for setting up an industry, as well as 
the raw materials, stores, labour charges, power dues, etc., 
not to speak of taxes and payment for the services like 
transport, will be part of finance required to start and work 
2 
such an industry." These problems cannot easily be solved 
without a radical change in the very pattern of income accrual 
or groups to its source, the ownership and use, pattern of 
income generating assets, material as well as hviraan. It can be 
asserted that "These groups cannot be expected to manage on 
their own with the inevitably scanty assets. They would need 
3 
assistance in various forms." 
Importance of Finance for Cottage Industries 
Finance is required for purchase of plant and machinery, 
building, need of day-to-day expenses for arranging the 
transport of raw materials and finished goods and the like. 
1 International Planning Team, The Ford Foundation Team, 
Report on Small Industries in India, Government of India, 
Ministry of commerce and Industry, 1955, p.37. 
2 Reserve Bank of India, Bombay, Report of the (Shroff) 
Committee on Finance for the Private Sector, 1954, p.19. 
3 VyaS/ V.S. and Namboodri, N.V., Strategy for Rehabilita-
tion, Commerce, Annual Number, 1979, p.10, 
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The/rnore)bigger is the enterprise, more is the necessity of 
finance. In cottage industry which is run on a very small 
level with little technical knowledge, finance is still 
more acutely required for the purchase of rav/ materials, 
machinery, tools and equipments, etc. Modernisation of 
cottage industries also requires large doses of finance. 
In this way, cottage industries are no exception to bigger 
industries as regards the need for credit and finance. The 
only difference is that cottage industries need lesser 
amount of finance is compared to the larger ones. 
The failure of some of the larger industries and also of 
slow industrial development have been the difficulties in 
the way of getting cheap and adequate finances. This 
difficulty is further aggrevated in case of cottage industries, 
The Shroff Committee, rightly observed: 
"Prom the evidence submitted to the Committee, 
it would appear that so far as equity capital and 
long term finance is concerned, all classes of 
industries whether large-scale, medium-scale, or 
small-scale are experiencing difficulties, except, 
perhaps, the leading companies which are able to 
raise moderate amounts of such finance. This is 
not merely due to an overall shortage of capital, 
but also to general and favourable climate for 
investment on account of which even such capital as 
is available, is not forthcoming for long term 
investment in industry." 
1 Reserve Bank of India, Bombay, Report of the (Shroff), 
Committee on Finance for the Private Sector, 1954, p.147 
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In fact, smaller the size of the industry, the greater 
is the difficulty in getting the finance. 
A. Financial Requirements of Cottage 
and Small Industries 
In general, industry needs two kinds of capital namely: 
(i) fixed or long term capital for the purchase of block 
assets, viz., land, building and machinery, and (ii) working 
or short-term capital for financing the stock of raw 
materials, stores and finished products and for meeting 
the day-to-day requirements. In addition to the above, an 
industry requires capital for extension and replacement 
(modernisation) also. The requirement is usually of a long-
term nature, though a part of it may be considered to be 
medium term. 
As regards working capital, it can further be classified 
on the basis of its nature or use such as (i) permanent 
working capital and (ii) short-term working capital. The 
working capital of permanent nature is that part of total 
working capital which is used/engaged in possessing the 
minimum stock of raw material, store and finished goods, 
necessary for the running of business and the balance may be 
treated as short term working capital. 
There are no accepted criteria as regards the period 
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for which short-term/ medium-term and long-term capital is 
required by the industry. As per uses in banking circles, 
short-term credit is that which is lent for the period upto 
one year, medi\im-term credit is that which is advanced for 
the periods varying between one to five years, and long-term 
credit is that which is given for the period over five years. 
The relative proportion between block and working 
capital required in an enterprise, varies from industry to 
industry. As the process of production becomes more and more 
round about, the proportion of fixed capital to working 
capital required increases. In the case of cottage and small 
industries where production is carried on under the simpler 
conditions with the lower and inter-mediate level technology, 
the reverse is the case. But, it is not improbable that in 
some cases, although the proportion of fixed capital to 
working capital is not large, the actual volume of working 
capital needed, is still veryrconsideredj. 
The amount of working capital needed in an industry would 
depend mainly upon the level of production and the average 
length of time consximed by the productive process. But, 
there are other considerations too. The time at which a 
manufacturer gets paid and the methods of procuring raw 
materials and effecting sales generally affect the amount of 
working capital required by a particular industry. 
1 Basu, S.K.: Industrial Finance in India, Mukerjee & Co., 
Calcutta, 1956, p.208. 
2 Das, Nabgopal: Industrial Enterprise in India, Orient 
Longmans, 1962, p.35. 
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The credit facilities to cottage industries can be 
broadly divided into three categories: 
1. Direct Credit 
This again can be sub-divided into three types: (a) 
Equity or risk capital for establishment of new enterprises 
on which a reasonable return is to be assured, (b) Long and 
medium-term loan capital to supplement equity for the initial 
fixed assets as well as for the expansion and modernisation 
of existing facilities, and (c) working capital v;hich is 
required for the operational activities of small scale industry. 
In small units, the working capital credit is perhaps 
the most important and is the very life blood of the business 
operation. 
2• Credit Supplementation 
This is a device to enlarge the scope of the credit and 
to make it more easily available. Japan has an elaborate 
system of credit guarantee associations backed by a credit 
guarantee insurance system which enables commercial banks to 
advance credit to cottage and small industry with less risk. 
This is a device that needs to be made use of more and more by 
1 Vepa, Ram K.: Small Industry in the Seventies, Vikas 
Publications, Delhi, 1971, pp. 194-195. 
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developing countries like India to assure greater credit 
(Q.-
to the small units. f l ^ l ^ 
'iJ-
3. Indirect Credit 
The Government may provide additional facilities 
which add to the credit available to the small entrepreneurs. 
These facilities serve as indirect credit. Industrial 
Estates, machinery on hire-purchase basis, supply of raw-
materials on easy payment terms and liberal facilities, 
viz., marketing and storage facilities, are also the forms of 
indirect credit. 
While meeting their financial requirements, cottage 
and small industries should also consider the cost of capital 
which is an important concept in formulating and designing 
capital structure of the firm. The cost of capital, varies 
with the methods and level of financing. However, there 
exists no procedure for computing the cost of capital. It is 
based largely on forecasts that, of course, are subject to 
various margins of error. The computed value of the cost of 
capital can be regarded as fair approximation of the cost of 
capital input consistent with the need of the industry 
itself. Constraints include the conditions under which it 
is raising its capital, the level of expectation and the 
limitations imposed by business policies. As more than one 
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kind of capital is used in an industry* the composite cost 
of capital can be determined after the cost of each type of 
funds has been calculated. Therefore* the first step in 
measuring the cost of capital is the calculation of each 
specific cost which is incurred in order to secure the use 
of capital from a particular source. 
B. Financing of Cottage Industries 
Abroad 
It may not be out of place to study how cottage and 
small scale industries are financed in countries like U.S.A.* 
Japan, and developing and neighbouring countries like 
Pakistan, Afghanistan, Bangla Desh, Nepal and Sri Lanka. A 
condensed view of the experiences of these countries would 
help us design and modify financing programmes in our country. 
Cottage and small enterprises in Japan receive finance 
from a variety of sources. Commercial banks, private credit 
institutions and from government financing agencies. Commer-
cial banks are the main source of finance to cottage and 
small scale industries. About 50 per cent of all loans 
provided by these banks go to cottage and small scale 
industries' sector. The private financial institutions 
account for about 40 per cent of the loans made to these 
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enterprises. The rest of the amount is made available by 
the government agencies/ viz./ the Small Business Finance 
Corporation/ People's Finance Corporation and the 'Shoko-
Chokin' Bank. 
The financial facilities for cottage and small scale 
industries made available by the government mainly consists 
2 
of three elements: 
i) Loans advanced directly by government insti-
tutions. 
ii) Credit supplementation system to assist small 
enterprises for obtaining finance from commer-
cial banks without collateral and with a credit 
guarantee from government agencies. This 
enables larger volume of credit to flow to 
'petty' enterprises without the government 
having to find the funds themselves. 
iii) Equity capital for small enterprises is a 
rather difficult matter considering the 
fact that most of them are family concerns 
and hence raising of capital from the open 
market is not always easy. As such, a new 
government agency called the Small Business 
Promotion Corporation, provides equity funds 
to such enterprises. 
Like Japan/ the United States of America has also set up 
a separate institution to meet credit requirements of the 
cottage and small scale industries under the Small Business 
Administration/1958. Financial assistance to small business 
is given by the Small Business Administration either directly 
or in participation with the commercial banks. The Small 
1 Statesman's Year Book, 1981-82/ The Macmillan Press 
Ltd./ London, p,743. 
2 Vepa, Ram K., Small Industry in Seventies, Vikas Publi-
cations, Delhi, op.cit./ 1971, p.65. 
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Business Investment Act of 1958 has authorised the estab-
lishment of both privately owned and publicly owned small 
business companies, and has delegated to the Small Business 
Administration/ the responsibility for licensihg, regulating 
and financing of new organisation. 
In U.S.A., there are many firms which are handicapped 
by their inability to obtain long term loans and equity 
capital from conventional sources of finance. Hence, in 
order to avoid direct government participation in the mana-
gement of these companies, a separate institute has been 
set up. The Small Business Administration provides loans 
upto ^  3,50,000 to a single borrower either directly or in 
participation with commercial banks. Loans carry interest 
rate varying around 6 per cent in case of direct loans which 
2 
are payable in 6 to 10 years in monthly instalments. Loans 
are given for business, local development, other small 
business investment companies and to meet unexpected disaster. 
In Korea, cottage and small industries have been assigned 
a significant place in the economy particularly after the 1961 
revolution. Many significant measures were initiated by the 
government for the development of cottage and small industries. 
Medium Industry Bank Act was passed setting up a financial 
agency exclusively for these industries, and a Small Industries 
1 Europa Year Book, 1982, Europa Publications Ltd., London,p.1639 
2 Statesman's Year Book, 1981-82, The Macmillan Press Ltd., 
London, op.cit., p.1602. 
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Corporation. This Bank was established in 1961 with an ini-
tial operating fund of 1,639 million Won. It represented 
about 40 per cent of the loans advanced to small industries 
by all the banking institutions. 
The government of Taiv/an through its development plan, 
is making all out efforts to develop cottage and small 
industries in the country. A number of measures have been 
initiated to help the small enterprises: (i) Securing more 
capital, (ii) disseminating information and providing training 
in industrial and managerial skills, and (iii) promoting 
industrial exports. 
Besides, the Government also enacted statutes to provide 
incentives to the investors through tax holdings and tax 
benefit, remission of import duties, financial support, 
facilities for the acquisition of lands and premises and 
creation of industrial estates. An Industrial Development and 
Investment Centre v/as set up in 1959 to coordinate investment 
promoting activities. This has since been merged with the 
2 
Council for International Economic Cooperation and Development. 
To provide equity capital to a new enterprise, the Chinese 
Development Corporation was established in 1959 with the 
3 
support of government. 
However, commercial banks and other financial institutions 
1 Economic Planning Board, Guide to Investment in Korea, Seoul, 
1973. 
2 Lin, C.Y., Industrialisation in Taiv/an, New York, 1973. 
3 Europa Year Book, 1982, op.cit., p. 149. 
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are the main sources of finance to cottage and small 
industries. 
Lack of adequate finance is one of the main problems 
confronting the growth and development of cottage and small 
small industries in developing economies like, Pakistan, 
Afghanistan, Bangla Desh, Nepal and Sri Lanka. Since banking 
structure in these countries is not fully developed, the 
bulk of the meagare financial resources are channelled to a 
few large scale industries. The cottage and small industria-
lists are forced to rely on their own savings or that of 
their friends and relatives and thus have to go to money-
lenders to meet their requirements. The_proprietory n^ure 
of the business units^ ^ make^ i^t di£ficuit--^ feo-a^ ttract__insti-
tutional finance. In these countries banks provide as little 
as 10 per cent or less of the credit requirements of these 
units. Considering these genuine problems, the governments 
of these countries are trying hard to provide as much 
assistance and facilities as they can. 
Although, there are a number of agencies like Industrial 
Finance Corporation of India (IPCI), Industrial Development 
Bank of India (IDBI) and State Financial Corporation 
(SPCS), etc., which provide finances to cottage and small 
industries, no specific institution has been set up for the 
purpose. Moreover, these cannot be strictly described as 
rural banking institutions. Almost all the States have 
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passed State Aid to Indxistries Act, providing for the loans 
to industrial cooperatives and industrial artisans ranging 
from Rs. 1,000 to 1/00,000. The rates of interest which 
varies from State to State, also depend on the amount and 
duration of loans. Preference is given to agro-based industries 
located in rural and semi-urban areas. 
There are other agencies like the State Bank of India, 
Commercial Banks and National Bank for Agriculture and Rural 
Development (NABARD), etc., which directly or indirectly 
provide facilities and assistances to cottage and village 
industries. All of these organisations are working under 
the overall supervision, guidance and help of the Reserve 
Bank of India. Details of these agencies have been discussed 
elsewhere in this chapter. 
There are certainly nvunerous agencies in India assisting 
cottage and small industries. Yet, we are not able to 
fulfil the requirements. This is partly due to the fact 
that cottage and small industrialist are not fully aware of 
the relevant schemes. Further, the procedure of obtaining 
finance is also cumbersome. 
Estimate of Financial Needs of Cottage 
Industries in Eastern Uttar Pradesh 
Vast natural resources are available in the Eastern 
1 NABARD has been established on July 12, 1982, which took 
over the functions and responsibilities of the Agricultural 
Refinance and Development Corporation of India (ARDC). 
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region of Uttar Pradesh also. These natural resources can be 
easily exploited with the help of modern technology preferably 
based on simple tools and equipments, implements and on 
electric power. Various types of goods needed for mass 
consumption in rural/urban areas and even for export can be 
manufactured. It is, therefore, necessary to divise ways and 
means for the development of cottage industries which would 
help provide increasing employment to rural people and help 
raise level of their income and standard of living. 
Some of those industries which can be started and can 
flourish in rural areas of Eastern Uttar Pradesh include: 
cloth, gobar gas, oilghanis, gur and khandsari, soap, indus-
tries based on the forest produce, fruit preservations and 
nximber of other manufacturing small consximers' and producers' 
goods. 
To set up different cottage industries, construct work-
shed, purchase raw materials, tools and equipments, create 
storage facilities and arrange for market, etc., a huge amount 
of funds is needed. The Khadi and Village Industries Board 
which is operating from a considerable length of time in the 
field of cottage and village industries, has also formulated 
the model schemes for cottage industries. These modal schemes 
can give a good idea about the financial requirements of each 
cottage industry. Table 1 gives financial requirements of 
Table 1 
FINANCIAL REQUIREMENTS FOR COTTAGE INDUSTRIES 
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Name of Industry 
1. Hand-made paper industry 
2. Gur & Khandsari industry 
3. Processing of Cereals and 
Pulses industry 
4. Palm Gur industry 
5. Oil industry 
6. Non-edible oil & Soap industry 
7. Village Leather industry 
8. Villag.e Pottery industry 
9. Cottage Match Industry 
10. Carpentary and Smithy industry 
11. Aluminium utensil industry 
12. Collection of Herbs and Friiits 
for Medicinal industry 
13. Village Lime industry 
14. Sealing Wax 
15. Bamboo & Cane Products 
industry 
16. Gxm. industry 
17. Bee-keeping industry 
18. Fruit Preservation industry 
19. Kattha industry 1, 
Fxn; 
requ: 
Loan 
32,500 
15,000 
39,000 
11,000 
37,750 
50,000 
16,700 
2,775 
1,400 
15,000 
40,000 
20,730 
1,500 
28,000 
51,000 
2,000 
7,325 
6,750 
40,000 
ancial 
irements 
Subsidy 
7,500 
-
-
-
750 
-
-
1,775 
6,200 
-
-
2,570 
17,000 
7,000 
-
— 
7,550 
2,750 
5,400 
Amount in 
Rupees 
(Total) 
40,000 
15,000 
39,000 
11,000 
38,500 
50,000 
16,700 
4,550 
7,800 
15,000 
40,000 
23,300 
18,500 
35,000 
51,000 
2,000 
14,875 
9,500 
1,45,400 
Source: Compiled by the Researcher on the basis of Model 
Schemes formulated by the Khadl and Village 
Industries Board, Uttar Pradesh, Lucknow. 
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different cottage industries. The estimates equally hold 
good for Eastern Uttar Pradesh also. 
However, the estimates of the financial needs of each 
cottage/village industry should not be taken as final. 
Neces-sary adjustments can be effected in the light of various 
requirements of the area* size of units, cost and price 
aspects, skills of cottage workers and their capacity to 
investment their own resources. 
The experts, considering various development schemes 
made m the draft Sixth Five Year Plan and the Union 
Government's firm commitment to create 60 million job 
opportunities, estimated Rs. 2,50__crQi:e.s as the financial 
requirements of cottage industries in 1980. If this 
assessment has been any indication then we can say that 417 
crores of Rupees with 10 million jobs were needed for the 
development of cottage industries in Uttar Pradesh, out of 
this 139 crores of Rupees with 3.3 million jobs may be 
described as safe estimate for 15 districts in Eastern Uttar 
Pradesh. 
Criteria for sound Financial 
Support 
To fulfil the conditions of sound financial support. 
1 Government of India, Planning Commission, Sixth Five-Year 
Plan, New Delhi, 1980-85, p.199. 
2 The estimated value is calculated in the population pro-
portion of India and Uttar Pradesh and Uttar Pradesh and 
Eastern Uttar Pradesh. 
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the following querries should be satisfied: 
(1) Is the grant for a sufficiently long period commen-
surate with the length of the operation v/hich is 
designed to facilitate? 
(2) Is it being granted at a low rate of interest? 
(3) Is it adequately meeting the requirement ? 
(4) Would the safeguards and checks help avoid abuse 
of credit facilities? 
(5) Has it been adapted to the average yield and repay-
ment capacity of the land, particularly during the 
periods of economic depression? 
(6) Is the accommodation being granted by the insti-
tutions whose directors have received special 
training and have actual banking experience? 
In conclusion, it may be remarked that in the present 
condition when interest rates in the organised money markets 
are sought to be controlled as a national necessity, the 
Government can hardly continue to remain complacent about 
the development of rural banking. The Rural Banking Enquiry . 
Committee, 1950, recommended that the Government must take 
steps to create the necessary atmosphere for, and assist 
the promotion of, orderly development of banking within the 
context of the existing financial limitations. The Committee 
1 The security should not necessarily be material; it 
should, if necessary, be in the form of personal credit 
secured mainly by the borrowers' moral standing and 
entrepreneurial ability. 
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has not favoured grant of direct cash subsidies to support 
rural branches of banks or keeping of interest free deposits 
with them, but has recommended indirect stimuli in the shape 
of removal of impediments and provision of assistance to 
the sound banks. Government stress has been laid on the 
conversion of non-bank treasuries into banks, and the increase 
in the number of post office savings banks. The Committee is 
of the opinion that the conditions in the country are much more 
favourable in the field of marketing and finance. Further, 
as pbserved by the Rural Banking Enquiry Committee, "there is 
no reason that the commercial banks, with the extension of 
their branches to small towns, should not in course of time 
be able to play a greater part in providing finance to rural 
areas in the shape of advances against produce, loan for the 
purchase of expensive equipments and loans on the security 
of gold, etc., by coordinating activities with cooperative 
banks." 
However, it may be pointed out that finance alone cannot 
solve the problems of industry and trade in any country. It 
cannot by itself work out the miracle of converting an unpro-
fitable economic activity into a profitable one. Finance may 
enable an individual to make certain operations which might 
not otherwise be undertaken at all. Instead, if finance is 
easily and abundantly available, the illetrate and ignorant 
1 Government of India, Rural Banking Enquiry Committee 
Report, New Delhi, 1950, p.32. 
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industrial worker ruins himself by over-borrowing and spend-
ing mostly on unproductive consumptions. This is due to 
his traditional habits. Therefore, while making it cheap, 
credit must be well-guarded and well-managed. What is 
necessary is not only to make the industrial workers credit-
worthy but also trust worthy. 
As steps towards this goal, the profits from cottage 
industry must be increased by improving the technique and 
organisation. Thus, finance should be linked with the 
productive capacity of the cottage entrepreneurs. Further, 
to help solve the problems adequate improvements in the 
economic conditions of the cottage entrepreneurs is Sine 
Qua Non. But, of course, financing facilities must be consi-
derably improved because their absence implies great handicaps 
in the way of socio-economic betterment of the cottage and 
rural entrepreneurs. 
Financing of Cottage Industries By 
Rural Banks 
Finance for cottage industries comes from both (i) the 
unorganised, and (ii) organised, money markets: 
(i) Unorganised Money Market 
The unorganised money market is that sub-sector of the 
money market which operates outside the provisions of the 
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Indian Banking Companies Act, 1949. This market operates 
on its own and is its accounts are not open to inspection 
by any government or semi-government body. In short, unor-
ganised money market is outside the purview of public as well 
as semi-public control. The unorganised money market includes, 
(i) indigenous bankers, and (ii) money-lenders (professional 
as well as non-professional). 
The unorganised money market can be differentiated from 
the organised money market on the basis of the following 
features: 
(a) In unorganised money market, money-lending activity 
is often combined with other economic activities 
such as trading and manufacturing. 
(b) It is characterized by considerable amount of infor-
mality in dealing with customers. 
(c) There is a certain amount of 'personal' contact 
with customers. 
(d) It also is characterised by fairly simple system 
of accounts. 
(e) There is alv/ays a certain amount of flexibility in 
matters of loan operations. 
(f) There exists a great amount of secrecy that shrouds 
informal financial transactions. 
It may be said that it is in the methods rather than in the 
nature of business that unorganised money market stands in marked 
contrast to organised money market, which contrary to the above^ 
is characterised by specialisation in financial (i.e., borrowing 
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and lending) activities by 'formal' dealings with customers, 
by impersonal business-like relation with customers/ by 
comprehensive system of accounts, by loan operations strictly 
according to rules laid down (regarding nature of security, 
rate of interest to be charged, and mode of payment, etc.), by 
a comparative lack of secretiveness, and by openness of 
financial transactions. 
NOW we propose to discuss the functionaries in the un-
organised sub-sector of the money market: 
Money-lenders - There are two types of money-lenders, i.e., 
(i) professional, and (ii) non-professional. In case of 
professional money-lenders, money lending is the primary activity, 
on the other hand, money lending is the side business or sub-
sidiary activity of the non-professional money-lenders. Agri-
cultural money-lender can be cited as an example of non-
professional money lenders. In this case, agriculture is a 
primary occupation and money lending is a subsidiary activity. 
Money-lenders generally provide short-term finance on 
personal security of borrowers. They have fairly adequate 
knowledge about the credit-worthiness of borrowers, as generally 
and usually they are wholesale or retail merchants, with whome 
borrowers have direct dealings. The government tried to have 
control on money-lenders through legislation but they have not 
agreed to open their business to Government scrutiny and 
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control. Generally they are found to use objectionable 
practices and charge exorbitant rate of interest. 
The Shroff Committee stated that "one of the way in 
which the practices of money-lenders can be improved is not 
so much the enactment of further legislation as the establi-
shment of alternative institutional credit agencies which 
could provide effective competition to the money-lenders." 
The same view has been expressed by the International Team 
of Experts on Small Industries in India which pointed 
out that "the very existence of money lenders, however* 
shows that the money market, for one reason or other, does 
not satisfy agricultural and small business activity in a 
reasonal way. It is obvious that when the usual banking rates 
of interest are about 6 per cent and the corresponding rates 
of money-lenders mentioned at different places, can go as 
high as 20 or 30 per cent; there should be a room for a more 
2 
intense banking m the rural areas and towns." 
Indigenous Bankers - As in the case of money-lenders, indi-
genous bankers are also of two types, i.e., professional and 
non-professional. These bankers hail from certain communities 
like Jains and Marwaris, etc., and carrying on their business 
more or less in a hereditary way. They do not have any formal 
1 Reserve Bank of India, Bombay, Report of the (Shroff) Comm-
ittee on Finance for the Private Sector, 1954, p.148. 
2 Government of India, International Planning Team, Ford 
Foundation, Report on Small Industries in India* 1955, p.41, 
128 
education in banking and the profession. They learn by 
experience which is generally transmitted from father to 
son. Indigenous bankers also exploit borrovj'ers and charge 
higher rate of interest. 
The institution of indigeneous bankers hold a unique 
position in regard to magnitude of their operation. They play 
likewise a significant role in the economic life of the country 
particularly the rural economy. The indigenous bankers are 
operating in Eastern region of Uttar Pradesh but so far they 
have not taken deep roots. Their resources consist principally 
of their own capital and the call-deposits accepted by them 
mostly from those who know them. Sometimes they also receive 
fixed deposits. 
The Banking Commission, 1972, observed that "some small 
industrialists prefer the lending methods of indigenous bankers 
to those of banks and government agencies. Indigenous bankers 
give prompt/ flexible, informal and personalised service. 
Collateral is often left in the possession of borrowers so that 
its productive use is not impeded. Although rates of interest 
are high in relation to those charged by banks, the loan is 
otherwise tailored to meet the individual borrower's needs." 
The Banking Commission recommended that "the best way to 
1 Government of India, Report of the Banking Commission, 
New Delhi, 1972, p.443. 
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control the business of indigenous bankers would be through 
commercial banks. The Reserve Bank should exercise indirect 
influence over the business of indigenous bankers through the 
medium of commercial banks by laying down guidelines for their 
dealings with indigenous bankers." 
Organised Money Market - The organised sector of the money 
market includes industrial cooperatives, commercial banks and 
Reserve Bank of India at the apex, etc. The need of organised 
sector of finance arises because of the shortcomings and 
inadequacy of the sources of unorganised sector. Finance from 
other unorganised sector are considered less reliable and 
defective because: (i) it is based on profit motives and, 
therefore, it suffers with exploitative tendencies, (ii) it is 
very expensive, (iii) it is not properly integrated with the 
requirements, and that (iv) it is not available for a long 
period of time. « iv^  • ^  
hP 7 > 
Finance from organised sec tor can never be exp lo i t a t i ve IP^L) 
as the bas ic motive i s always to help the i n d u s t r i a l i s t s to ''^'%y^'LA 
r a i s e p roduc t iv i ty and maximise t h e i r p r o f i t s . The r a t e of 
i n t e r e s t i s very low and i t i s ava i l ab le on shor t - te rm as 
well as on long-term b a s i s . 
Reserve Bank of India - The Reserve Bank of Ind ia as the 
1 Government of India , Report of the Banking Commission, New 
Delhi , 1972, o p . c i t . , p .444. 
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Central Bank of the country is responsible for the monetary 
stability. The formulation and administration of a monetary 
policy in order to influence the aggregate demand of goods 
and services by varying the cost and availability of credit 
are its domain of activities. Thus, the Reserve Bank of 
India in order to perform its functions has the special 
responsibility of supervising and maintaining all the financial 
and credit institutions like the Industrial Cooperatives, 
Commercial Banks, State Bank of India, it also supervises 
various schemes such as Lead Bank Scheme, Differential Rate 
of Interest Scheme, Village Adoption Scheme, etc., in the 
are 
country. It has to check that financial institutions/providing 
credit in accordance with the programmes and priorities. 
The cottage and village industries being accorded a high 
priority in all Government departmental programmes, deserve 
special attention in matter of finance from the Reserve Bank 
of India/ which does not provide finance to this sector 
directly. Instead, it does so through other financial insti-
tutions. R.B.I, grants loans and advances to these institu-
tutions which in turn provide finance to cottage and village 
industries. In this way, the Reserve Bank of India directly 
play? a prominent role in the development of cottage and 
village industries. The RBI has a separate department, namely gj A 
Agricultural Credit Cell which formulates and administers the ^ J 
credit policies for the cottage and village industries. ^ - ^ jy 
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The Reserve Bank of India/ in order to better its 
services for cottage and village industries sector/ recently-
constituted the National Bank for Agriculture and Rural 
Development (NABARD) on July 12/ 1982. The functions/ policies 
and programmes of the Agricultural Refinance and Development 
Corporation (ARDC) have been inherited by the NABARD. 
National Bank for Agriculture and 
Rural Development 
(NABARD) 
The Agricultural Refinance and Development Corporation 
(ARDC) v;as established in 1963. The Corporation was an apex 
body undertaking the refinancing for credit extended by the 
commercial banks and other agencies, till its merger into 
National Bank for Agriculture and Rural Development (NABARD)/ 
have been showing an increasing trend. 
T^e performance of the Corporation/ so far as its objec-
tives were concerned, was by and large satisfactory but the 
Committee to Review the Arrangements for the Institutional 
credit for Rural Development (CRAPICARD) observed that "the 
Corporation was unable to ensure necessary supporting short-
term credit for building up earning and repaying capacities 
to the extent envisaged in the scheme for the ultimate 
1 Purposewise and Agencywise sanctions and disbursements by 
ARDS (See Appendix II). 
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borrower. Furthermore the ARDC's support for the non-land 
based or tertiary activities, in spite of the amendments in 
the ARDC Act/ was far from satisfactory." Since the Corpo-
ration was not empowered to support extra-agricultural deve-
lopment projects, a number of allied matters vital to rural 
development remained quite untouched and uncovered. The 
CRAPICARD was, therefore, of the view that a new national 
level institution should be established, the objective of 
which should be to provide due consideration to the non-land 
based activities alangwith the emphasis on the agricultural 
development so as to ensure a balanced groi.'/th of the economy. 
Therefore, the National Bank for Agriculture and Rural 
Development (NABARD) came into being on July 12, 1982 on the 
recommendation of the Committee for Review of Arrangements 
for Institutional Credit for Agriculture and Rural Development 
(CRAICARD), appointed by the Reserve Bank of India, under the 
Chairmanship of former member of the Planning Commission, 
Mr. B.Sivaraman. It took over the functions of Agricultural 
Credit Department and Rural Planning and Credit Cell of the A/i^ 
Reserve Bank of India and Agricultural Refinance and Develop-
ment Corporation (ARDC). Thus, the multiplicity of organi-
sations with almost the same aims was put an end. The 
Parliament laid down that the establishment of the new organi-
zation was "for providing credit for the promotion of 
1 Reserve Bank of India, Bombay, Report of the Committee to 
Review the Arrangements for the Institutional Credit for 
Rural Development, 1980, p.16. 
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agriculture/ small scale industries, cottage and village 
industries, handicrafts, other rural crafts and other 
allied economic activities in rural areas with a view to 
promoting integrated rural development and securing pros-
perity of rural areas, and for matters connected therewith 
or incidental thereto." 
NABARD works as "an apex institution taking care of all 
matters concerning policy, planning and operations in the 
field of credit for agriculture and other economic activities 
2 in rural areas." In other words, it serves as an apex 
refinancing agency for the institutions providing invest-
ment and production credit for promoting various departmental 
activities in rural areas; takes steps towards institution 
building for improving absorptive capacity of the credit 
delivery system, including monitoring, formulation of rehabi-
lation scheme, restructuring of credit institutions, training 
of personnel, etc., coordinates the rural financing activities 
of all the institutions engaged in developmental work at the 
field level; and undertakes monitoring and evaluation of 
projects refinanced by it. 
NABARD grant short-teirm, medium-term and long-terra loans, 
through refinancing. Short-term loans would be granted to 
1 Government of India, India 1983, A'Reference Annual, 
Ministry of Information and Broadcasting, New Delhi, p.207. 
2 Mishra, Girish, World Bank's Attack on NABARD, The Patriot, 
New Delhi, February 16, 1984, p.4. 
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State Cooperative Banks (SCBs), Regional Rual Banks (RRBs) 
and other approved financial institutions which would be 
generally payable within 18 months but under conditions of 
drought, famine or other natural calamities, military opera-
tions or enemy action, this maybe converted into medium-term 
loans, repayable within seven years. 
Medium-term loans provided to State Cooperative Banks 
and Regional Rural Banks for periods not exceeding seven 
years for the purpose of agricultural or rural development. 
Long-term loans provided to Land Development Banks(LDBsi, 
RRBs, SCBs, Scheduled Commercial banks and other financial 
institutions not only for promoting agricultural and rural 
development but also for providing loans to small scale 
industries, tiny industries, cottage and village industries 
and the decentralised sector. The maximum period of such 
type of loan would be 25 years. 
It is revealed from Table 2 that the NABARD sanctioned 
4,957 schemes involving commitments of Rg. 1,019 crores 
during 1982-83 as against 3,359 schemes and commitment of 
Rs. 895 crores during 1981-82. The amount of disbursement 
also increased from Rs. 600 crores during 1981-82 to Rs. 703 
crores (or by 17 per cent over previous year) during 1982-83. 
1 According to a notification under the Reserve Bank's Act, 
banks which have not less than Rs. 5 lakhs as capital and 
reserves can'alone be scheduled by the Reserve Bank of India, 
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Since the inception of erstwhile ARDC in 1963 upto end-June* 
1983/ 24/410 schemes were sanctioned and the ciimulative 
commitments and disbursements amounted to Rs. 5,603 crores 
and Rs. 3/492 crores respectively. 
It is also observed from the Table that the minor irri-
gation continued to occupy an important place in schematic 
lending of NABARD. Out of the total of 4,957 schemes sanctioned 
by it during 1982-83/ 1,843 (37 per cent) were minor irrigation 
schemes involving commitment of Rs, 357 crores (35 per cent) 
out of the total commitment of Rs. 1,019 crores. The number 
of schemes sanctioned for diverse purposes (i.e,/ other than 
minor irrigation) increased from 2,187 during 1981-82 to 
3/114 during 1982-83. Among these schemes for diversified 
purposes, farm mechanisation schemes accounted for the largest 
nxomber, i,e., 1,099 (or 35 per cent), 
Financial Assistance to Cottage and Handloom 
Industiry by NABARD 
NABARD is providing refinance facilities in the moder-
nisation of production techniques and construction of work-
sheds for cottage and village and handloom industries. The 
facilities routed through State Cooperative Banks, Commercial 
Banks and Regional Rural Banks, provide finance to cottage 
and village and handloom industry for the purchase of tools 
and equipments, raw materials, colour and chemicals, etc. 
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Following are the salient features of NABARD's scheme in 
refinancing handloom and cottage and village industries: 
(1) The financial accommodation provided by NABARD to 
weavers and rural artisans is at a concessional 
rate of 2.5 per cent below the bank rate. At 
present the rate of interest is 7.5 per cent (bank 
rate 10 per cent) . 
(2) The working capital requirements of weavers and rural 
artisans are provided by the NABARD for production 
and marketing activities at 40 per cent of antici-
pated production and 60 per cent of sales. 
(3) Credit requirements of apex/regional weavers* societies 
for their procurement and marketing operations in 
respect of handloom cloth would henceforth be 
assessed by the NABARD at 40 per cent of their anti-
cipated sales during the year. 
With the above liberalised financing scheme, it may 
be hoped that the NABARD will play an effective role in 
revitalising the handloom as well as cottage and village 
industries which have a significant place in our national 
economy, and that the refinancing facilities availed of the 
institutions would also equitably benefit the hitherto indus-
trially backward Uttar Pradesh and its Eastern region. 
Statewise Distribution of Dibursements 
NABARD vigorously continued its efforts in promoting 
investments in agricultural sector in less developed/unbanked 
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Table 3 
DISTRIBUTION BY THE NABARD TO UNDERBANKED STATES 
(Rs» in Crores) 
1 
2 
3 
4 
5 
6 
States 
uttar Pradesh 
Madhya Pradesh 
Bihar 
Orissa 
West Bengal 
Andman and 
Nicobar Island 
1978-79 
48.77 
16.66 
22.53 
8.75 
10.45 
-
1979-80 
56.60 
36.47 
24.68 
13.15 
9.81 
0.01 
1980-81 
72.49 
38.01 
24.46 
19.79 
9.84 
0.01 
1981-82 
90.04 
41.58 
39.60 
37.30 
12.93 
-
1982-83 
106.30 
44.60 
47.40 
33.92 
8.31 
0.01 
Assam and other 2.79 3.07 6.30 7.32 8.08 
North-Eastern States 
8 
9 
10 
Rajasthan 
Jammu & Kashmir 
Himachal Pradesh 
16.16 
0.14 
00.50 
18.15 
00.12 
1.85 
18.90 
00.59 
1.94 
24.92 
3.15 
2.72 
43.54 
2.41 
2.23 
Total 1-10 125.75 163.91 192.33 259.56 296.80 (44.75) (39.8) (38.6) (43.2) (42.2) 
^iJ"!"^^ Total 284.87 412.23 498.79 600.23 702.69 Disbursements 
Figures in brackets show the percentage disbursements in the 
specified States to total disbursements. 
Source; Reserve Bank of India, Bombay/ Report on Currency 
and Finance, 1982-83, Vol. I, p.178. ' 
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States/ its disbursements under schematic lending in these 
areas increased Rs. 297 crores in 1982-83 as against to 
Rs. 260 crores in 1981-82. The performance of State-wise 
distribution of disbursements, can be observed from Table 3. 
It is revealed from table 3 that Uttar Pradesh maintained 
the lead by availing of Rs. 106 crores, followed by Bihar 
(Rs. 47 crores), Madhya Pradesh (Rs. 45 crores) and Orissa 
(Rs. 34 crores). 
Disbursement of Refinance to RRBs in 
Eastern Uttar Pradesh 
The Reserve Bank of India drew up a refinance scheme to 
augment the resources of the Gramin Banks as well as sponsoring 
banks which made use of maximum benefits. The NABARD has also 
drawn similar scheme of refinancing Regional Rural Banks to 
the extent of 50 per cent of their eligible loans outstanding, 
and the concerned sponsoring banks have committed to provide 
assistance to the extent of 35 per cent. The performance of 
NABARD in refinance assistance to Regional Rural Banks in 
Eastern Uttar Pradesh can be observed from table 4. 
It is revealed from table 4 that the Gorakhpur Kshetriya 
Gramin Bank, Gorakhpur, received the largest amount to 
Rs. 530.59 lakhs, i.e., 10.88 per cent of the total refinance 
assistance, followed by Sultanpur (6.17 per cent), Azamgarh 
(2.01 per cent) and Bahraich (1.04 per cent) in receding order. 
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Table 4 
REFINANCE ASSISTANCE BY N.A.B.A.R.D. TO REGIONAL RURAL 
BANKS IN EASTERN UTTAR PRADESH AS AT THE END 
OF DECEMBER,1982 
(Rs. in Lakhs) 
S.No. Name of Regional Rural Bank Amount 
530 59 
1 Gorakhpur K s h e t r i y a Gramin Bank, Gorakhpur Hn ftftf 
300 57 2 Sultanpur Kshetriya Gramin Bank, Sultanpur /^'^n\ 
io .1 /; 
3 Samyut Kshetriya Gramin Bank, SAzamgarh ?2*01) 
4 Shravashti Gramin Bank, Bahraich, 50.42 (1.04) 
5 Kashi Gramin Bank, V a r a n a s i . 31.50 
(0.63) 
6 Basti Gramin Bank, Basti 30.00 (0.61) 
7 Gomti Gramin Bank, J aunpur . 23.20 
(0.47) 
8 Pratpgarh Kshetriya Gramin Bank, Pratapgarh. (o*41) 
TOTAL 1 to 8 ^(22!45' 
UTTAR PRADESH 4,877.00 
Figures in brackets show the percentage of the total amount 
pertaining to whole of Uttar Pradesh. 
SouEcei Compiled and calculated by the Researcher from the 
Annual Reports of the Regional Rural Banks, 1982. 
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State Bank of India 
The State Bank of India being the biggest bank in the 
country and having special responsibility/ is also required 
to provide finance to cottage and village industries. The 
Bank has been helping the cottage industries in the following 
ways: 
( 1) It has opened branches in small towns and villages 
to stimulate banking habits among the rural masses. 
(2) It has adopted over 5,000 villages under its "Village 
Adoption Scheme"/ and provides adequate finance for 
all the viable schemes. 
(3) The Bank also gives free remittance facilities to 
the cooperative institutions. 
(4) It provides loans to cooperative societies at conce-
ssional rates of interest. 
(5) It helps in the construction of warehouses for the 
storage of finished products. 
(6) It provides loans to cooperative marketing and 
proceessing societies to enable them to productively 
market their goods. 
The State Bank of India formulated a "Pilot Project 
Schome' in 1966 for financing cottage and small scale indus-
tries. The scheme was successfully implemented. In pursuance 
of this, the State Bank of India introduced a liberalised scheme 
of financial assistance to cottage and small scale units in 
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Table 5 
PERFORMANCE OP STATE BANK OF INDIA IN FINANCING 
RURAL, COTTAGE AND SMALL SCALE INDUSTRIES IN 
EASTERN UTTAR PRADESH 
Name of the 
District 
(Rs« in Lakhs) 
1980 1981 1982 1983 
Allahabad 5.48 
2.10* 
4.53 
(-17.34) 
1.31* 
20.65 
(355.85) 
3.44* 
Azamgarh 
Bahraich 
B a l l i a 
B a s t i 
Faizabad 
Ghazipur 
1 .24 
0 .87* 
-
-
-
-
4.06 
2 .86* 
5 .78 
(366.13) 
2 . 2 1 * 
«• 
-
-
3.83 
1.46* 
1.80 
( -55 .66) 
0 .69* 
2.72 
( -52 .94) 
0 .79* 
17 .14 
4 .97* 
8.56 
2 .48* 
«• 
1.09 
( -71 .94) 
0 .31* 
0 .51 
( -71 .67) 
0 .15* 
16.90 
(521.32) 
2.82* 
25.50 
(48.77) 
4 .25* 
8.04 
(- 6 .07) 
1.34* 
98.34 
16.41* 
25.00 
(2 ,192 .58) 
4.17* 
7 .41 
(1 ,352.94) 
1.24* 
(Contd.) 
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Table 5 (Contd.) 
Gonda 
Gorakhpur 
Deoria 
Jaunpiir 
Mirzapxu: 
Pratapgarh 
Sulitanpur 
Varanasi 
Tota l 
-
110.71 
77 .92* 
-
19.43 
13.66* 
-
0.27 
0 .19* 
0.42 
0.29* 
5.98 
4 .21* 
142.07 
100.00* 
10 .55 
4 .04* 
152.15 
(37.43) 
58 .21* 
-
21.64 
(11.37) 
8 .28* 
mm 
0.29 
(7 .41) 
0 .11* 
8.62 
(1 ,959 .52) 
3 .30* 
51.24 
(736.86) 
3.9.60* 
261.38 
(83.95) 
100.00* 
9.00 
( -14.69) 
2 .60* 
160.87 
(5 .73) 
46 .66* 
13 .44 
3 .99* 
32 .63 
(50.78) 
9 .45* 
-
0.61 
(110.34) 
0 .18* 
16 .74 
(93.53) 
4 .85* 
77 .55 
(31.35) 
22.45* 
345.39 
(32.13) 
100.00* 
6 .83 
( -24.11) 
1.14* 
206.27 
(28.22) 
34 .42* 
7.80 
( -41.96) 
1.30* 
8.43 
( -74.16) 
1.41* 
17.84 
2.98* 
11.20 
(1 ,736 .06) 
1.87* 
18.75 
(12.01) 
3 .13* 
120.43 
(55.29) 
20.09* 
599.39 
(73.84) 
100.00* 
Figures in brackets show the percentage increase or decrease 
over the previous year. 
* Percentage of total amount. 
Source: (1) Compiled by the Researcher utilising the data made 
available by (i) the State Bank of India, Regional 
Office, SIB, Section, Lucknow, Uttar Pradesh, and 
(2) Directorate of Institutional Finance, Lucknow, U.P. 
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1959. Under this scheme/ the State Bank of India continually 
responding to the growing needs of the cottage and small 
scale sector, provided increasing credit facilities on liberal 
terms. 
The State Bank's scheme of financing cottage and small 
scale industries generally covers all the stages of manufac-
turing (i.e., right from the stage of purchase of raw materials 
to the stage of marketing, including the realisation of dues 
in return of sale of goods produced). The State Bank of India 
and its subsidiaries also grant term loans to these units 
for their expansion and nodernisation. These banks have further 
expanded the scheme of financial assistance by covering 
qualified and technical entrepreneurs who are interested in 
setting up cottage and small scale industrial units which in 
the absence of financial resources, they are unable to set 
up. The owners are helped to obtain their share of equity 
capital. 
Thus, the State Bank of India is rendering valuable 
services to the country by providing direct and indirect 
finances for rural industrialisation and thereby for rural 
reconstruction and development. 
Table 5 shows the performance of the State Bank of India 
in financing rural, cottage and small scale industries in 
the 15 districts of Eastern Uttar Pradesh. The volxime of 
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finance during 1981 over 1980/ increased in Azamgarh (366.13 
per cent), Gorakhpur (37.43 per cent), Jaunpur (11.37 per 
cent), Partapgarh (7.41 per cent), Suitanpur (1.959.52 
per cent) and Varanasi (736.86 per cent); while in 
Ghazipur', it decreased by 55.66 per cent over the previous 
year (1980). During the year 1982, the advances also showed 
increase over 1981 in Gorakhpur (5.73 per cent), Jaunpur 
(50.78 per cent), Pratapgarh (110.34 per cent), Sultanpur 
(93.53 per cent) and Varanasi (31.35 per cent); whereas it 
decreased in Allahabad (17.34 per cent), Azamgarh (52.94 
per cent), Faizabad (71.94 per cent), Ghazipur (71.67 per 
cent) and Gonda (14.60 per cent) over the previous year 
(1981). The year 1983 showed an increasing trend in the 
pattern of advances: 
FINANCING OF RURAL, COTTAGE AND SMALL SCALE INDUS-
TRIES BY THE STATE BANK OF INDIA (1983) 
D i s t r i c t 
Percentage increase 
or decrease over 
1982 
Allahabad 
Azamgarh 
Bahraich 
Ba l l i a 
Faizabad 
Ghazipur 
Gonda 
355.85 
521.32 
48.77 
- 6.07 
2,192.58 
1,352.94 
-24.11 
(Contd.) 
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Gorakhpur 
Deoria 
Jaunpur 
Pratapgarh 
Sultanpur 
Varanasi 
-28,22 
-41.96 
-74.16 
1,736.06 
12.01 
55.29 
In terms of percentage share in the total amount of 
finance, the share of Gorakhpur district stood 77,92 during 
1980, followed by Jaunpur (13.66 per cent), Varanasi (4.21 
per cent) and Ghazipur (2.86 per cent) in receding order. In 
1981 also the advances in various districts showed increase 
noted against each: Gorakhpur (58.21 per cent), Varanasi 
(19.60 per cent), Jaunpur (8.28 per cent), Gonda (4.04 per 
cent), Sultanpur (3.30 per cent), Azamgarh (2.21 per cent), 
Allahabad (2.10 per cent) and Paizabad (1.46 per cent). During 
the year 1982, Gorakhpur district received a major share of 
Rs. 160.87 lakhs (or 46.66 per cent of the total amount) 
followed by Varanasi (22.45 per cent), Jaunpur (9.45 per cent), 
Bahraich (4,97 per cent), Sultanpur (4.85 per cent), Deoria 
(3.89 per cent), Ballia (2.48 per cent) and Gonda (2.60 per 
cent) . iJuring the year 1983, Gorakhpur district again showed 
a remarkable performance and received a major part of the 
total amount of advances, i.e., 34.42 per cent of the total 
followed by Varanasi (20.09 per cent), Basti (16.41 per cent). 
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Bahraich (4.25 per cent), Faizabad (4,17 per cent), Mirza-
pur (2.98 per cent) and Allahabad (3.44 per cent) in receding 
order. 
The total advances to all the 15 districts in Eastern 
Uttar Pradesh registered an increasing trend in 1981 where 
it increased by 83.95 per cent over 1980, 32,13 per cent in 
1982 and 73.84 per cent in 1983 over the previous year. 
Thus, it is evident from the above analysis that different 
branches of the State Bank of India in 15 districts of Eastern 
Uttar Pradesh, have not follov/ed a uniform pattern. The bank's 
branches have not financed this sector under any policy arran-
gement. Instead financing of this sector has been mostly done 
in a haphazard manner. This explains the lack of uniformity 
in the share of different Distts. The sudden jump in the 
percentage of volxime over the previous years suggests that the 
bank's branches have not worked on a set pattern. It seems that 
in 1983 on the persuation of the Government, the State Bank 
of India provided finance to this sector. It also appears 
that in bigger cities like Allahabad, Gorakhpur and Varanasi, 
this bank is providing liberal finances than in smaller cities. 
Commercial Banks 
The commercial banks are also increasingly providing 
financial support to cottage and village industries, both 
directly and indirectly. Direct finance is extended for short 
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and medixim-terms/while indirect finance is provided through 
financing of industrial cooperative societies. Commercial 
banks alongwith the State Bank of India, are also implement-
ing "Village Adoption Scheme" under which finance is also 
provided to cottage industries. Moreover, under the Twenty-
Point Itconoraic Programme, Commercial Banks have sponsoned 
Regional Rural Banks which also extend finances to cottage 
entrepreneurs with a view to save them from the clutches of 
the money-lenders. Thus, cottage industries are receiving a 
fillip. 
However, the commercial banks seem to attach little or 
in some cases no significance to the output of cottage indus-
tries; but they may, if suitable conditions are created, 
attach over time a considerably greater importance than at 
present for marketing and finance concerning cottage industries 
too. "The scope of their business can be increased by improv-
ing the arrangements for the marketing of cottage products by 
(a) the grading and standardisation of staples and of 
contracts, (b) proper storage facilities, and (c) the creation 
of properly regulated local as well as forward markets." 
It would be necessary to ensure that commercial banks are not, 
by admixture of inconsistent policies, encouraged to extend 
themselves merely as deposits receiving institutions in towns 
and rural areas. 
1 Agrawal, A.N,, Indian Agriculture, Vikas Publishing House 
Pvt. Ltd., New Delhi, 1981, p.403. 
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It may be remarked that the commercial banks are 
finding it difficult to extend finance to cottage industries. 
These difficulties stem partly due to the limitations of 
cottage industries themselves, and partly also because of 
the attitude of banks. But with acctimulating experience they 
should be able to overcome these difficulties and emerge as 
one of the important sources of finance for the cottage and 
village industries. 
The International Planning Team recommended that 
"commercial banks could delegate more authority to branch 
offices as regards loaning to small business. It likewise 
suggested the establishment of Local Board of Directors or 
Local Advisory Boards in order to have better contacts between 
banks and local industry and trade. It is in the interest of 
both banks and customers that the communication should become 
closer, and that the banks have a thorough knowledge of 
persons and enterprises within the small business sector. 
The banks' assistance could be more effective, if they lent 
to small industries on hypothecation rather than on pledge. 
One of the reasons for banks' being reluctant to accept 
hypothecation was that there was no practice of registering 
hypothecation in the case of proprietory firms and partnerships, 
1 Hypothecation is similar to pledge. In both cases banks 
advance funds against some stock of materials. The difference 
between the two is that in hypothecation, the possession of 
stocks of materials remains with the customer; whereas in 
pledge the stock is kept in possession of the bank. 
150 
and in the absence of such practice there was risk of losing 
the security as there was no notice to other creditors. 
Financing of Cottage Industries by 
Commercial Banks in Eastern U.P. 
Since the social control of commercial banks in 1957 
and nationalisation of major commercial banks in 1959 and 
1980, commercial banks are playing an increasingly important 
role in the rural economy of India. Commercial banks 
through their various financing schemes such as Differential 
Rate of Interest Scheme, lead bank scheme, village adoption 
scheme, self-employment scheme, integrated rural development 
2 
programme (IRDP), TRYSEM, etc., are providing finances to 
3 
cottage and village industries and rural artisans. Commercial 
banks have increased their branch net-work in rural and semi-
urban areas and consequently the number of persons served by 
4 
each branch has decreased considerably. Commercial banking 
infrastructure is being established in all parts of the country 
to facilitate rural development. If this succeeds well, the 
1 International Planning Team, The Ford Foundation Team, Report 
on Small Industries in India, Government of India, New Delhi, 
1955, op.cit., p. 40. 
2 The National Scheme of Training and Rural Youth for Self-
Employment (TRYSEM) was launched in August, 1979, with the 
principal objective of unemployment among youth. The main 
aim of the scheme is on equipping rural youth with necessary 
skills and technology to enable them to take up self-
employment. 
3 The Economic Times, New Delhi, X, 209, Oct.22, 1983, p.5. 
4 Ibid., IX, 92, June 26, 1982, p.l. 
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cottage and village industries would also ultimately gain. 
With 76.3 per cent of the total population living in 
rural areas and 69.0 per cent of the total population depend-
ing upon agriculture for its livelihood, which contributes 
40.8 per cent of the countr's national income, rural sector 
in In<iia is the dominant sector of the economy. Prom.the table 
given below, it will be observed that the rural sector of 
the Indian economy was getting a meagare share in commercial 
banks credit before the nationalisation of major commercial 
banks in the country in July 1969. It is also observed that 
the share of commercial banks credit to rural sector has 
since been increasing. 
Table 6 
Credit Disbursement to Rural Sector 
(Rs.in crores) 
June June 
1969 1983 
Gross Bank Credi t . . . 3,600 35,460 
Out of which: 
Agriculture ... 188 5,536 
Cottage and Small 
Scale Industries 286 4,563 
Source: Reserve Bank of India, Report on Currency and 
Finance, Vol. I, Bombay, 19S2-83, p. 134. 
The performance of commercial banks in financing the 
requirements of rural sector in Eastern Uttar Pradesh can be 
observed from the following table: 
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It is evident from the table that the total bank credit 
is continuously increasing from Rs. 19/87,813 thousand in 
1977 to Rs. 44,29,161 thousand in 1981. Out of this, cottage 
and small seale industries are getting only a meagare shara; 
whereas agriculture is receiving a significant amount through 
direct and indirect advances. 
The analysis of performance of commercial banks in 
financing the rural sector clearly indicates that commercial 
banks still hesitate to provide credit to cottage and village 
industries. This is partly because of the inability of the 
cottage entrepreneurs to fulfil stringent requirements of the 
commercial banks, and partly because these banks feel that 
their advances to them are unsecured. 
(i) Lead Bank Scheme 
The Lead Bank Scheme, launched soon after the nationali-
zation of 14 major commercial banks in September 1969, marks 
the beginning of the implementation of the 'Area Approach'. 
Under this scheme, banks were alloted specific districts 
where they would lead in assessing and providing credit 
facilities to the priority sectors. 
1 An area approach referring to agricultural credit schemes, 
implies (i) bringing about functional linkage in various 
inter-related activities, (ii) devotailing credit schemes 
with development efforts, and (iii) providing credit in a 
phased manner to all the potential borrowers for such 
purposes which are technically feasible and economically 
viable. 
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Aims and Objectives - The Lead Bank Scheme introduced by 
the Reserve Bank of India heralds "a major step towards the 
implementation of two-fold objective of mobilisation of 
deposits on a massive scale throughout the country and of 
setting up of lending to weaker sections of the country." 
A Lead Bank would be responsible for "taking a leading 
role in surveying the credit needs, development of branch 
banking and extension of credit facilities in the district 
alloted to it."*^ 
More specifically a Lead Bank in a district would be 
required to: 
(1) survey the resources and potentials for banking 
development in its district, 
(2) survey the momber of industrial and commercial units 
and other establishments and farms which do not have 
banking accounts or which depend primarily on money-
lenders . 
(3) examine the facilities for marketing of agricultural 
produce and industrial production, storage and ware-
housing space and the linking of credit with marketing 
in the district, 
(4) study the facilities for stocking of fertilisers 
and other agricultural inputs and for the repairing 
1 Reserve Bank of India, Annual Report, Bombay, 1970, p.62 
2 Desai, S.S.M., Rural Banking in India, Himalaya Pub-
lishing House, Bombay, 1979,op.cit., p.276. 
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and servicing of equipment. 
(5) recruit and train staff for offering advice to small 
borrowers and farmers and for the follow up and 
inspection of end-use of loans, 
(6) assist other primary lending agencies^ and 
(7) maintain contracts and liaison with Government and 
semi-Government agencies. 
While allotting the districts, the Reserve Bank of India 
kept in view, "a number of important factors such as the 
contiguity of districts for ensuring viability of operations, 
provisions of control points for developmental work and branch 
supervision as also a broad correspondance between the respon-
sibilities allocated in terms of number of districts and 
resource-base of banks concerned." 
(ii) Differential Rate of Interest Scheme 
With a view to bring about change in the attitude and 
policies of the banks in India, and to supplement the Gover-
nmental efforts for furtherance of banks' social and economic 
2 
objectives, 'Differential Rate of Interest Scheme' was 
1 Reserve Bank of India, Annual Report, op.cit., p. 63. 
2 Earlier while suggesting a scheme of reorganisation of 
nationalised banks. Dr. S.M. Waseem recommended that "a 
fair latitude will have to be given them to adjust their 
policies within the framework of the over all national 
policy and regional requirements, A varying policy and 
(Contd.) 
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introduced on March 25, 1972. The Scheme intended to make 
interest rate mechanism subserve the objective of social 
justice in the distribution of credit. The scheme is basically 
meant to help the lowest sections of the society at the 
concessional rates of interest, i.e., 4 per cent by the public 
sector banks to those who: 
(1) have really no worthwhile tengible security to offer 
on their own, 
(2) cannot produce a security/guarantee of a well-to-do 
party, 
(3) are prepared to work hard, 
(4) can be helped to raise above their present economic 
level through their productive endeavours vjhich are 
likely to prove viable within a period of at least 
three years, and 
(5) do not incur liability to two sources of finance at 
the same time. 
Encouraged by the success of the Seheme, the Government 
of India broadened its scope and announced the following con-
cessions in February, 1980: 
(a) The scheme was extended to cover the entire country. 
(b) At least 2/3rd of the advances under the Scheme should 
be given in the rural and semi-urban areas and at least 
1 (Contd.) rates of interest are also not ruled out." 
See his paper, 'Nationalised Banks: A suggested Schane of 
Reorganisation', The Indian Journal of Commerce, XXLII, 
Pt. 2, NO. 83, June, 1970. 
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l/3rd of the total advances under the Scheme to 
persons belonging to scheduled castes and scheduled 
tribes. Members of SC/ST are eligible for the 
concession irrespective of their land holdings, 
(c) The income criteria was increased to Rs. 3,000 in 
urban and semi-urban areas and Rs. 2,000 in rural 
areas^ 
(d) the maximxim amount of loan under the Scheme was raised 
to Rs. 1,500 towards working capital and Rs. 5,000 
towards term loan, 
\ 
(e) banks were permitted to route credit through State 
Corporations, and 
(f) welfare of SC/ST was placed under State Government 
Guarantee, 
On June 30, 1980, the outstanding under the DRI Scheme 
stood at Rs. 156.98 crores spread over 22.46 lakhs borrowal 
accounts in whole of the country. In Uttar Pradesh,the dis-
bursement of credit was Rs. 22.00 crores. The scheme is 
oriented towards catering the expectations awakened in the 
minds of the weakest section of Indian society with the 
nationalisation of commercial banks. In a country like India 
with a long history and vast dimensions of poverty, and a 
host of inhibiting factors, there is enormous scope for lending 
schemes like the DRI Scheme. One can never rest on the oars 
even after several decades of dedicated service in this area 
of credit dispersal. 
(iii) Village Adoption Scheme 
The recent Scheme of adopting the villages by various 
social,economic, financial,business and other organisations. 
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have been encouraging. The commercial banks have accepted 
'village adoption' as a deliberate strategory to finance 
agriculture and rural development. In 1970, the Reserve 
Bank of India advised commercial banks to adopt an 'area 
approach' in financing agriculture to avoide scattered lend-
ing and to ensure 'better, supervised credit*. The 'Village 
Adoption Scheme' offers "the maximum scope to translate the 
essential ingredients of the 'Area Approach' to rural 
2 
recordstruction and development." Adoption means taking up 
complete responsibility of the individual or the institution 
adopted. It would also mean giving assistance and meeting 
the needs of all the inhabitants of the village whether they 
are farmers or artisans, industrialists or traders, big or 
small. 
Nationalised banks have evolved the following criteria 
for adoption of villages: 
(i) The village selected should be within the operable 
distance of the bank branch, 16 km,in the case of 
normal branches and 40 km, in the case of intensive 
centre branches. 
(ii) The area should be covered by any of the Small Farmers 
Development Agencies, Integrated Rural Development 
Programme, Desert Development Agency, Commercial Area 
Development Programme and any special programmes 
sponsored by' the State Government, etc. 
1 Pigmy Economic Review, Monthly Economic Journal of Syndi-
cate Bank, Manipal, Vol. 29, No. 8, March 1984, p.6. 
2 Desai, S.S.M., Rural Banking in India, Himalaya Pxiblishing 
House, Bombay, 1979, op.cit., p.237. 
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(iii) The area should have good 'potential for development'. 
(iv) The area should be backward in the State, declared 
as such by the State Government. 
(v) The villages should not be situated in areas which 
face natural calamities like draught, floods, etc., 
very frequently. 
The objective of 'Village Adoption Scheme' as it emerged, 
is "to develop the village economy in all its aspects in a 
phased manner". 
As at the end of 1981, about 39,500 villages had been 
adopted by the Banks' branches, covering 15,92,000 farmers 
with aggregate outstandings of Rs. 508 crores. Agricultural 
Development Branches and other branches together have rendered 
assitance to the time of Rs. 970 crores to agriculture and 
2 
allied sectors. 
5• Financing by Cooperative Banks 
The State Cooperative Bank which is an apex institution 
in the cooperative credit structure in India, provide financial 
resources to various District Cooperative Banks according to 
their requirements. The Reserve Bank of India provides finance 
to rural sector including agriculture, cottage and village 
1 Reserve Bank of India, Report of the Expert Group on 
Agricultural Credit Schemes of Commercial Banks, Bombay, 
1978, p.67. 
2 State Bank of India, Monthly Review, Bombay, XXLI, No.l, 
January, 1983, p.16. 
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Table 8 
PERFORMANCE OP DISTRICT COOPERATIVE BANKS IN 
FINANCING COTTAGE & VILLAGE INDUSTRIES IN 
EASTERN UTTAR PRADESH 
Name of the 
District 
(Rs. in lakhs) 
1978-79 1979-80 1980-81 1981-82 1982-83 
Allahabad 1.71 
0.21* 
Azamgarh 80.05 
48.44* 
86.40 
(7.33) 
26.31* 
157.00 
(81.71) 
26.48* 
155.17 
(-1.16) 
28.42* 
150.52 
(-3.00) 
18.22* 
Bahraich 
Ballia 0.10 
0,01* 
Basti 
Faizabad 
Ghazipiir 
5.76 
3.48* 
-
0.87 
0.55* 
6.00 
(4.17) 
1.83* 
mm 
0.10 
(-88.50) 
0.03* 
2.89 
(-51.83) 
0.49* 
2.36 
0.40* 
0.29 
(290.00) 
0.05* 
1.97 
(-31.83) 
0.36* 
23.67 
(902.97) 
4.34* 
0.28 
(-3.45) 
0.05* 
3.67 
(96.45) 
0.44* 
N.A. 
2.60 
(828.57) 
0.30* 
Gonda 0.22 
0.13* 
Deoria 1.56 
0.94* 
7.81 
(400.64) 
2.38* 
4.37 
(-44.05) 
0.74* 
41.38 
(100.0) 
5.01* 
(Contd.) 
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Tab le 8 (Contd.) 
Jaunptir 0 . 27 
0 .17* 
Mlrzapur - - - - 3 .59 
0 .42* 
Pratapgarh - - 0,17 
0.03* 
Gorakhpur 44.04 
26.65* 
Sultanpur 
188.25 
(327.45) 
57.34* 
405.46 
(115.38) 
68.37* 
350.19 
(-13.64) 
64.15* 
562.20 
(60.54) 
68.09* 
Varanasi 32.50 39.75 20.40 14.63 60.24 
(22.31) (-48.68) (-28.28) (312.03) 
19.66* 12.11* 3.44* 2.68* 7,30* 
165.27 328.31 592.94 545.87 825.61 
Total (101.08) (80.60) (-7.94) (51.25) 
100.00* 100.00* 100.00* 100.00* 100.00* 
N.A. = Not available. 
Figures in brackets show the percentage increase or decrease over 
the previous year, 
* Percentage of the total amount. 
Source: Compiled by the Researcher utilising the data made 
available by the Uttar Pradesh Cooperative Bank Ltd.* 
Lucknow, Uttar Pradesh. 
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industries, etc., through State Cooperative Banks. As these 
banks are not allowed to carry on lending operations, on 
their own. Instead, the State Cooperative Bank operates as a 
'Balancing Centre'. They thus, play the role of inter-
mediaries between the District Cooperative Banks and the money 
market. The State Cooperative Banks play an important role 
in mobilizing the financial resources from the richer stratum 
of the population and also by borrowing from the money market. 
They in turn make these funds available to District Cooperative 
Banks for lending these amounts to agriculturists and cottage 
and village units entrepreneurs in rural sector of the economy. 
The performance of the District Cooperative Banks in providing 
finances to cottage and village industries in Eastern Uttar 
Pradesh can be discerned from the following table (table 8 ). 
It is revealed from the data given in table that during the 
year 1978-79, Azamgarh district received a major share of 
the total, financed by the District Cooperative Bank. This 
stood at 48,44 per cent followed by Gorakhpur (26.65 per cent), 
Varanasi (19,66 per cent) and Basti (3.48 per cent) . During 
1979-80, the amount of advances increased (over 1978-79) by 
400.64 per cent in Deoria, 327.45 per cent in Gorakhpur, 
22.31 per cent in Varanasi, 7.33 per cent in Azamgarh and 
4.17 per cent in Baati; while it decreased by 88.50 per cent 
1 The apex bank balances the excess funds in some District 
Cooperative Banks with deficiencies of some other District 
Cooperative Banks. 
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in Ghazipur over the previous year 1978-79. District 
Gorakhpur received a major part of the total advances which 
stood at 57.34 per cent followed by Azamgarh (26.31 per cent). 
During the year 1980-81, the amount of advances in some districts 
also increaseds By 290.00 per cent in Ghazipur, 115.38 per 
cent in Gorakhpur^ 81.71 per cent in Azamgarh. However, it 
decreased by 44.05 per cent in case of Deoria, 48.68%' in 
Varansi, 51.83 per cent in Basti, over the previous year 
(1979-80). District Gorakhpur received a major part of total 
advances, i.e., 68.37 per cent followed by Azamgarh (26.31 
per cent) and Varansi (3.44 per cent). During 1981-82 the 
amount of advances increased by 902.97 per cent in Faizabad 
district only. But, in other districts of Eastern Uttar 
Pradesh, it declined over the previous year (1980-81). District 
Gorakhpur received a major part of the total advances, i.e., 
64.15 per cent followed by Azamgarh (28.42 per cent) and 
Faizabad (4.34 per cent) during the same year. During the 
year 1982-83, the pattern of advances of the District Coope-
rative Banks showed an increasing trend in Ghazipur (828.57 
per cent), Varanasi (312.03 per cent), Basti (96.45 per cent) 
and Gorakhpur (60.54 per cent). However, the share of Azamgarh 
district declihed by 3.00 per cent in 1982-83 over the year 
1981-82. District Gorakhpur again received a major portion 
of the total advances at 68.09 per cent of the total followed 
by Azamgarh (18.22 per cent), Varanasi (7.30 per cent) and 
Deoria (5.01 per cent) during the same period. 
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The above analysis reveals the performance of district 
cooperative banks in financing cottage and village industries 
in the 15 districts of Eastern Uttar Pradesh. It may be 
inferred that these banks have been the main source of financing 
of this sector. However, the performance of these banks in 
different districts, does not present a picture of uniformity. 
The district Cooperative Banks of Azamgarh, Basti, Deoria, 
Ghazipur, Gorakhpur and Varansi, have taken more interest in 
financing cottage and village industries; while in the remaining 
districts these banks have not performed well. The percentage 
share of a particular district in different years is also not 
the same. Sometimes, as in the case of Azamgarh, it went down 
from 48.44 per cent in 1978-79 to 18.22 per cent in 1982-83; 
while in the case of Gorakhpur it went up from 26.65 per cent 
in 1978-79 to 68.09 per cent in 1982-83. This emphasises the 
need of a concerted and well coordinated role on the part of 
Cooperative Banks in financing the rural sector particularly 
its rural and cottage Industries to help assxame a dynamic 
role as financing institutions. 
The institutional finance also cooperative credit 
agencies, and commercial banks, which have their own weaknesses. 
These have been identified by the Working Group on Rural Banks' 
as under: 
The cooperative credit structure is weak so far as the 
managerial talent and post credit supervision and loan recovery 
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are concerned. These institutions have not been able to 
mobilise adequate resources and/ therefore^ depend upon 
Reserve Bank of India for refinance to a large extent. The 
commercial banks have been basically urban oriented. If they 
have to play a significant role in rural banking, their 
methods/ procedures, training and orientation shall have to 
be adopted to the rural environment. This was not likely to 
be achievea easily and quickly. Moreover, the cost of opera-
tions is quite high due to high salary structure, staffing 
pattern and high establishment costs, Thus/ the commercial 
banks are unable to provide credit at cheap rates to the 
weaker sections' in the rural areas. 
It was, therefore, felt that the existing institutions, 
as they are presently structured, would not be able to fill in 
the regional and functional gap in the rural credit insti-
tutional system within a reasonable period of time even with 
such adaptation, reorganiation and restructuring as may be 
considered suitable. 
The foregoing discussion established the case for a 
specialised institution which would adequately help the rural 
economy, and feel the pulse of the rural and cottage artisans. 
Thus, they would come forward in shouldering the responsibility 
as a rural financing agency — hence the need for rural banks. 
The Banking Commission examining the record of commercial 
banks' activities in rural areas and their limitations, proposed 
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the establishment of 'Rural Banks'. 
The Banking Convmission' s concept of a 'Rural Bank' was 
designed to the total credit needs of all small and medi\am 
cultivators and rural artisans,Of course, this kind of bank 
may not be in a position to meet the needs of certain culti-
vators and other rural producers for different kinds of 
technical help and for a 'much larger vol\ime of loans' as 
this may be beyond its capacity to provide. The Commission 
recommended that such producers should have access to a branch 
of commercial banks. 
Working Group on Rural Banks 
On July 1, 1975, the Prime Minister of India gave to the 
nation Twenty Point Economic Programme laying emphasis on 
several socio-economic programmes to increase the standard of 
living of hitherto neglected sections of the community. The 
Twenty Point Programme raised new hopes among the weaker 
sections. The nationalised banks were called upon to shoulder 
more responsibilities in the implementation of the programme. 
1 According to the Banking Commission Report, 1972, such 
'rural banks' could be established in either of the three 
possible ways: (i) by converting selected viable primary agri-
cultural societies into 'Rural Cooperative Banks', offering a 
full range of banking facilities as well as certain closely 
allied non-banking services, or (ii) by structuring a good 
primary agricultural credit societies as a subsidiary of 
commercial banks, or (iii) a commercial bank setting up 
its own s\absidiary. 
(Contd.) 
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There is a widely held view that a more deteirmined 
effort was needed to speed up the flow of institutional credit, 
especially to the needs of the weaker sections of the country. 
The Government of India also felt that it was necessary to 
establish "new institutions on the basis of attitudinal and 
operational ethos entirely different from those obtaining the 
public sector banks." In pursuance of this view the Govern-
ment of India appointed on July 1, 1975/ a Working Group on 
Rural Banks under the Chairraahship of Shri M. Narasimaham "to 
examine in depth,the setting up of new rural banks as subsi-
diaries of public sector banks to cater to the credit needs 
2 
of the rural people." The Working Group submitted its report 
on July .30, 1975. 
The Group observed that"in a country of the size and regional 
diversity as ours/ no single pattern, be it commercial bank or 
cooperative credit, can be expected to meet all the emerging 
requirements in all areas, A degree of adaptation and 
improvisation is called for and the range of institutional 
alternatives widened. It is in this context that we have come 
A rural bank created in the second and third ways listed 
above was to be called "Rural Subsidiary Bank" just to 
distinguish it from the "Rural Cooperative Bank" created 
in the first way. 
1 The Economic Times (Supplement), New Delhi, Vol. IX, 
No. 92, June 26, 1982, p.II. 
2 Government of In<iia, Report of Working Group on Rural 
Banks, New Delhi, 1975, p.3. 
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"1 to the conclusion that a new type of institution is necessary. 
This is the genesis of Rural Banks which are "State sponsored, 
regionally based and rural oriented commercial banks ccMtibining 
the local feel and familarity with the rural problems which 
cooperative posses, and the degree of business organisation, 
ability to mobilise deposits, an access to money markets and 
a modernised outlook which the commercial banks have, the 
rural banks would supplement and not supplant the other insti-
2 
tutional agencies in the field." 
Scheme of Rural Banks as Adopted by 
the Government 
The Government of India accepted most of the recommenda-
tions of the Working Group on Rural Banks. Accordingly, the 
Regional Rural Banks Ordinance of 1975 was promulgated by the 
President of India on September 26, 1975. It was subsequently 
replaced by the Regional Rural Banks Act, 1976, on February 9, 
1976. There were no major clianges in this Act of 1976 as com-
pared to Ordinance of 1975 except for clerifications on certain 
issues. The Act has made various provisions regarding the 
incorporation, regulation and working of Regional Rural Banks. 
1 Government of India, Report of Working Group on Rural 
Banks, New Delhi, 1975, op.cit., p.4. 
Ibid. 
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RRBs and Rural Economy 
Regional Rural Banks are well suited for the purpose 
of filling the credit gap in the rural sector. These banks 
can make a substantial contribution towards improving the 
quality and quantity of credit flows to the rural areas by 
integrating themselves with the rural credit structure. They 
can also aid the process of village upliftment, and, are 
expected to act towards the liqxiidation of rural indebtedness. 
As at present/ they have helped a good nxiraber of small farmers 
in getting out of the clutches of money lenders. Reluctance of 
the people in due course of time to utilise the services 
being rendered by the money-lenders^ create and widen credit 
gap in India's rural sector. Therefore, the Regional Rural 
Banks are also expected to come forward in supplementing 
the credit requirements sooner or later. It is perhaps in 
this context that the establishment of Regional Rural Banks 
has been a significant step in the right direction. Besides, 
bridging the credit gap in rural areas. Regional Rural Banks 
are also called upon to provide credit for productive purposes 
to the rural community. Thus, these banks would grant loans 
and advances to weaker section, i.e., persons of small means 
engaged in trade, industry, commerce and agriculture. 
To put agriculture on most modern lines and to help 
implement modern technology in agricultural sector, a niimber of 
development projects are expected to be undertaken by the farmers. 
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But these cannot be implemented or given effect tO/ unless 
adequate finance is made available. The Regional Rural 
Banks, therefore/ must provide loans and advances also to 
those who are interested in projects for agricultural deve-
lopment. However, it will also be in the interest of Regional 
Rural Banks to devise ways and means to counter the tendency among 
fanjiers to avoid or delay the repayment of loans. Thus, every 
effort is to be made to create a proper climate for the 
recovery of loans and to take appropriate action against 
wilful defaults. 
Establishment of Regional Rural 
Banks 
The Government of India first set up five Regional Rural 
Banks within a week of the promulgation of the RRBs Ordinance 
on October 2, 1975 — Gandhi Jayanti Day, in four States, 
namely, Uttar Pradesh (2), Haryana (1), Rajasthan (1) and 
West Bengal (1). Together they covered nine districts. They 
were sponsored by various commercial banks as shown in the 
table 9. 
The rural banks are, therefore, more suitable for adopt-
ing individual approach than the rural branches of commercial 
banks in view of their low cost profile, wider network of 
branches in remote rural areas, the local feel of their staff 
and their image as a 'small man's institution'. 
Table 9 
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RRBs and Sponsor ing Banks 
S.No. Name of RRB Name of Sponsoring Bank 
1 Gorakhpur Kshetriya Gramin 
Bank/ Gorakhpur (U.P.) 
2 Prathma Bank, Moradabad (U.P.) 
3 Jaipur Nagaur Anchlik Bank, 
Jaipur (Raj.) 
4 Haryana Kshetriya Gramin Bank, 
Bhiwani (Haryana). 
5 Gaur Gramin Bank, Malda 
(West Bengal). 
State Bank of India. 
Syndicate Bank. 
United Commercial Bank. 
Punjab National Bank. 
United Bank of India. 
Credit has, thus, been assigned key role. Consequently, 
credit delivery systems of the banking sector and the recycl-
ing of funds, are of utmost importance in the institutional 
•frame-work of rural-development in India in general and a 
backward State like Uttar Pradesh and its Eastern Region in 
particular. 
Organisation, Functions And 
Management Of Regional Rural 
Banks In Eastern Uttar Pradesh 
Chapter IV 
ORGANISATION, FUNCTION AND MANAGEMENT OP 
REGIONAL RURAL BANKS IN EASTERN 
UTTAR PRADESH 
The Government of India accepting the recommendations 
made by the working group, promulgated an ordinance on September 
26, 1975, for setting up Regional Rural Banks. It was subse-
quently replaced by Regional Rural Banks Act of 1976 dated 
February 9, 1976. As per this Act, the Regional Rural Banks 
were to be set up with a view to developing the rural economy 
by providing credit and other facilities particularly to 
small and marginal farmers, agricultural labourers, artisans 
and small entrepreneurs in order to develop agriculture, trade, 
commerce, industry and other productive activities in the nural 
areas. As per the recommendations made by the Group, 5 Regional 
Rural Banks were set up on October 2, 1975, in selected areas to 
serve as pilot institutions so as to provide gxiidelines in 
respect of size of operations, initial coverage, viability, 
etc., for future development. 
Each Regional Rural Bank is sponsored by a scheduled 
commercial bank, which provides assistance in several ways, viz.. 
1 Naresh Kumar, Regional Rural Banks help in rural develop-
ment. The Maharashtra Cooperative Quarterly, Pune, LXVI, 2, 
October, 1982, p.68. 
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subscription to its share capital, provision of such managerial 
and financial assistance as raay be mutually agreed upon, and 
help in the recruitment and training of personnel during the 
initial period of its functioning. In addition to this. 
Central Government raay also provide the necessary directions 
for the formulation of policies in respect of these banks. 
Organisation 
Organisation is the framework of management, in the 
absence of sound organisation, no concern, be it industrial 
or financial, is able to operate efficiently. Regional Rural 
Banks, which,to a large extent, have to depend upon the 
sponsoring banks and also upon Central Government for designing 
the organisation stiructure of a sound character, have to 
provide a frame-work of their own. A bird eye visualisation 
of the facts pertaining to organisation of these banks clearly 
reveals the following segments of organisation : 
a) Chairman 
b) Committees of Board 
c) Operating Personnel 
a) Chairman - The Government of India appoints eligible indi-
viduals as Chairmen for a period of five years who are eligible 
for re-appointed after the expiiry of the term. The Chairman 
holds office at the pleasure of the Central Government. He is 
1 The Economic Times (Supplement), New Delhi, Vol. IX, No.92, 
June 26, 1982, p.II. 
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required to devote his whole time to the affairs of the 
Regional Rural Banks; and is subject to the superintendence, 
control and direction of the Board of directors. He will 
look after the whole management of the Banks. The Chairman 
receives salary and allowances, and is governed by such terms 
and conditions of service, as may be determined by the Central 
Government. 
However, in practice, the Chairmen of the Regional Rural 
Banks have been appointed by the Government of India on the 
2 
recommendation of the sponsoring banks. The latter has been 
recommending a person from among its employees for this post. 
The Chairman, so appointed is in fact on deputation with the 
Regional Rural Banks, whose full salary is paid by the sponsor-
ing bank. 
b) Committees of Board - Since all matters pertaining to 
operations of Regional Rural Banks may not be effectively 
decided by one individual alone. Committee form of organisation 
has also been preferred. It is clearly provided in the Act 
that the Board of Directors may constitute such committees, 
whether consisting wholly of directors or wholly of other 
persons or partly of directors and partly of other persons, as 
it may deem fit, and, for such purposes as it may decide. As 
1 Regional Rural Banks, Act, 1976, Govt, of India, Ministry of 
Law, Justice and Company Affairs, New Delhi, p. 4. 
2 Naresh Kumar, Rural Banking as main plank of rural poor, 
Khadi Gramodyog, Bombay, X5CVI1, 11, August, 1982, p.494. 
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such/ committees are expected to be formed to deal with 
certain specific matters, It clearly shows that organisa-
tional structure of these banks provides room for technical 
hands and subject experts alsp. 
Operating Personnel -
Each Regional Rural Bank is empowered to appoint such 
number of officers and other employees as it may consider 
necessary or desirable for the efficient functioning, and may 
determine the terms and conditions of their appointment and 
service. However, the sponsoring bank may send such n\imber of 
officers and employees on deputation as may be necessary and 
desirable. However, such an arrangement has been subject to 
request by the sponsored Regional Rural Bank itself. 
Dealing with problems of personnel recruitment and remu-
neration, the Working Group on Rural Banks (Narasimham Group), 
1975, suggested that the selection for deputation for super-
visory and clerical staff should be made keeping in view the 
special characteristics of Regional Rural Banks' operation. 
In other words, personnel on deputation should be from such of 
Regional Rural Banks are not free to fix the remunera-
tion of the personnel appointed by them. The remunera-
tion of officers and other employees appointed by a 
Regional Rural Bank shall be such as may be determined 
by the Central Government, keeping into account and 
giving regard to the salary structure of the employees 
of the State Government and the local authorities of 
comparable level and equal status in the notified area 
in which Regional Rural Bank is said to operate. 
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the sponsoring banks which are already functioning in rural 
areas. Fresh recruitment of staff should be made from the 
area of operation of the Regional Rural Bank, Though precise 
information on direct recruitment is not available, several 
Regional Rural Banks have by now recruited a significant 
nxamber of the clerical and technical staff required by them 
and the process is in progress in others. For officers' cadre, 
the Regional Rural Banks seem to be still relying on their 
sponsoring banks. 
It is not only sikfficient that persons from the locality 
of Regional Rural Banks are recruited. There is great need for 
their proper training. In order to help the Regional Rural 
Banks to have trained staff as early as possible, the Reserve 
Bank of India have undertaken the task of providing training 
to the Chairman and Branch Managers in the RBI College of 
2 
Agricultural Banking (CAB), Pune. 
As decided, the training programme for Accountants, Field 
Officers and Clerks is conducted at training centres of the 
respective sponsoring banks under the overall supervision of 
the College of Agricultural Banking, which is also helping in 
the preparation of syllabi drawn up by the sponsoring banks 
and by deputing its Faculty Members to assist in conducting 
3 their training sessions. 
1 Govt.of India, Report of Working Group on Rural Banks, New 
Delhi, 1975, p.2. 
2 Report of the Review Committee (Dantwala Committee) on 
Regional Rural Banks, RBI, Bombay, 1977, p.38. 
3 Ibid., p.40. 
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Functions of Regional Rural Banks 
It is now fully appreciated by economists and Government 
that Regional Rural Banks have to play a very important role 
in facilitating the process of economic development in Rural 
areas through an effective mobilisation of the resources of 
the rural community into their most productive uses. Thus, 
Regional Rural Banks have to shoulder great responsibilities 
in meeting the challenges of economic development. 
Every Regional Rural Bank has been given the status of a 
Scheduled Commercial Bank and has been empowered to transact 
and carry the business of banking. As such, it is supposed 
to mobilise deposits and to grant short-term and medium-term 
loans directly (whether individually or in groups) only to 
persons in rural areas having small means and engaged in any 
productive activity, and also (indirectly) to all types of 
cooperative societies and the Farmers' Service Societies 
2 (FSS) operating within the jurisdiction of the RRBs. Rural 
Bank can also provide loans for productive purposes, education, 
medical facilities, birth anniversary, marraige occasions, 
and religious festivals, etc. 
Important Functions of Regional Rural Banks 
In view of the role, challenge, and responsibility assigned 
1 It defined in Clause(b) of Section 5 of the Banking Companies 
Act, 1949, and may engage in one or more forms of business 
specified in s\ib-section(l) of Section 6 of that Act. 
2 Regional Rural Banks Act, 1976, op.cit., p.7. 
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to Regional Rural Banks, it is not possible to make an 
exhaustive list of the functions and services likely to be 
rendered by a Regional Rural Bank. However/ we may highlight 
some of their most fundamental functions, which may be divided 
into two categories: 
a) Acceptance of deposits, and 
b) Granting of loans and advances. 
a) Accepting Deposits 
The most important function of the Regional Rural Banks 
is to mobilise savings of the pxiblic by attracting them in 
the form of deposits. For this purpose, the Regional Rural 
Banks, like other banks, maintain various accounts, such as 
fixed deposit account, current account and savings bank account, 
The savings mobilised through all these accounts may partake 
the character of time deposits and/or demand deposits. 
The Regional Rural Banks like any other bank attracting 
deposits, pay interest to induce persons to hold their savings 
as deposits with these banks; and always stand ready to 
covert their demand deposits into cash at the discretion of 
the depositors. Moreover, these banks have been allowed to 
pay interest on deposits at rates higher by /2 per cent over 
the rates payable by the scheduled commercial banks for all 
periods of maturity upto 3 years. These rates payable on 
deposits are at par with those offered by the District 
Central Cooperative Banks operating in the area of operation 
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of Regional Rural Banks, but 1/2 per cent lower than the 
rates on deposits payable by the village level Primary 
Agricultural Credit Societies. The fixed deposits of 
these banks are also known as their 'time deposits' or 
'time liabilities'. The period of fixed deposits varies 
from three months to five years or more. If a depositor 
wants to withdraw his time deposits or time liabilities 
before the date of expiry, the bank allows it in exceptional 
circumstances after deducting a reasonable amount as 
discount. 
The current accounts are generally meant for businessgien. 
These are technically known as'demand deposits' or 'demand 
liabilities' and are withdrawable by the depositor at any 
time through cheques. Savings bank accounts carry lower rate 
of interest as compared with fixed deposits, and are subject 
2 
to certain restrictions on the amount so receivable and 
3 
withdrawable. 
1 Regional Rural Banks Act, 1976, op.cit., p.7. 
2 A depositor with non-cheque operated savings bank account 
will not be permitted more than 50 debits in a half-year 
and a depositor with cheque operated savings bank account 
will not be permitted more than 100 deposits in a half-
year. 
In case of a withdrawal by cheque, the amount need not be 
multiples of one rupee. No cheques should be drawn for 
amounts above Rs. 2,500.00 but below Rs. 5.00. The 
depositor desiring to withdraw an amount larger than 
Rs. 2,500.00 may do so by using a withdrawalcxder form. 
3 Regional Rural Banks Act, 1976, op.cit., p.7. 
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b) Granting of Loans and Advances 
By their very nature* Regional Rural Banks have become 
a major partner in the Rural Credit market. These institutions 
also make loans and advances to small and marginal farmers, 
artisans, consumers and agricultural labourers, etc,^against 
securities. It may, however, be pointed out that Regional 
Rural Banks do not usually lend hard cash. Instead, the 
customers are extended loans and advances in the form of 
rights to draw cheques. 
As mentioned earlier, these banks are supposed to lend 
only to weaker sections in rural areas and that too in such 
a way as to ensure better resource utilisation and rapid 
economic development. Such loans and advances are expected 
to render the following services in rural areas: 
i) Bridging the credit gaps. 
ii) Provision of productive credit for rural community. 
iii) Assisting implementation of agricultural development 
proj ects. 
iv) To help create climate for repayment of loans. 
v) Offer incentives for mobilising local resources. 
vi) Speeding the overall economic uplift of the weaker 
sections. 
vii) Financing the requirements of small and marginal 
fairmers, agricultural labourers, cottage industries, 
petty traders and Adivasis. 
1 Reserve Bank of In^a Bulletin, Bombay, January, 1976, 
Article on "The Regional Rural Banks Ordinance, 1975", 
p. 62. 
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c) Management 
The general superintendence/ directions and management 
of affairs and business of a Regional Rural Bank have been 
entrusted to a Board of Directors. Moreover, a Regional 
Rural Bank in the discharge of its functions will also be 
guided by such directions in regard to matters of policy 
involving public interest as the Central Government may give^ 
after due consultation with the Reserve Bank of India. 
(i) Board of Directors - The Board of Directors functioning 
as hierarchy would include nine members headed by a Chairman. 
In addition to the Chairman, who is appointed by the Central 
2 
Government, other members of the Board shall include: 
(a) three directors nominated by the Government of 
India, 
(b) not more than two directors nominated by the 
concerned State Governmaftt,and 
(c) not more than three directors nominated by the 
sponsoring bank. 
The Central Government is very much authorised to increase 
the number of members of the Board upto fifteen, and is also 
free to prescribe the manner in which the additional positions 
may be filled in. 
(ii) Term of Office of Director - A Director (other than 
Chairman) shall hold office for such period, not exceeding 
1 Regional Rural Banks Act, 1976, op.cit., p. 4. 
2 Ibid. 
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two years from the date he assumes office, as the authority 
nominating him may specify at the time when the nomination 
is made and may/ on the expiry of the said period, continue 
to hold office until his successor has been nominated. However, 
he will also be eligible for renomination, 
(iii) Discrualifications - The following categories of 
persons are disqualified for appointment or nomination as 
Directors: 
(a) A person who is, or, at any time has been 
adjudged insolvent or has suspended payment 
of his debt or has compounded with his 
creditors. 
OR 
(b) A person who is of unsound mind and stands 
so declared by a competent court. 
OR 
(c) A person who is, or has been, convicted of 
and offence, which in the opinion of the 
Central Government, involves moral turpitude. 
(iv) Vacation of the office of Directors •-
(a) The office of a Director is taken to have become 
vacant if (i) he subjects himself to any of the 
disqualifications mentioned earlier, or (b) he 
absents himself without leave from more than 
three consequtive meetings of the Board. 
(b) The Chairman may resign his office by giving 
notice thereof in writing to the Central Govern-
ment. A Director may resign his office by giving 
notice thereof to the authority by which he was 
nominated; and, on such resignation being accepted, 
the Chairman or the Director, as the case may be, 
shall be deemed to have vacated his office, 
1 Ibid. 
2 Ibid., p.5. 
183 
(v) Meetings of Board -
(1) The Board of Directors of a Regional Rural Bank shall 
meet at such time and place, and shall observe such rules of 
procedure in regard to the transaction of business at its 
meetings, as may be prescribed by the Central Government. 
(2) The Chairman of Regional Rural Banks shall preside 
over the meetings of the Board. In his absence, such Director 
as the Chairman may generally, or in relation to any particular 
meeting, authorise in this behalf, shall preside. And, in the 
absence of both, the Chairman and the Director so authorised, 
the Directors present at the meeting shall elect one from among 
themselves to preside over the meeting. 
(3) All questions at a meeting of the Board shall be 
decided by a majority of votes of the Directors present and 
taking part in voting; and in case of equality of votes, the 
person presiding shall have a casting vote. 
(4) No Director shall, as a Director, take part in the 
discussion or vote on, any contract, loan, arrangement of 
proposal, entered into or to be entered into by or on behalf 
of the Regional Rural Bank, if he is directly or indirectly 
2 
interested in the contract, loan, arrangement or proposal. 
1 Ibid. 
2 Where a Director is interested in any such matter, he shall, 
at the earliest possible opportunity, disclose to the Board 
the nature of his interest in such contract, loan, arrangement 
or proposal; and where he does so, his presence at the meeting 
shall not count for the purpose of forming any quorxim at the 
time of any such discussion or vote. But, if he does vote, 
his vote shall be void. 
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Capi ta l S t ruc ture of Regional Rural Banks 
The Capi ta l S t ruc tu re of Regional Rural Banks and p rov i -
sions r e l a t i n g to i t may be discussed as follows: 
(1) Authorised Capi ta l 
The authorised capital of each Regional Rural Bank shall 
be one crore of rupees^ divided into one lakh shares of Rs. 100/-
each. However, the Central Government is authorised, after the 
consultation with the Reserve Bank of India and the sponsoring 
Bank, to increase or to reduce such authorised capital. However, 
in no case the amount of authorised capital should be reduced 
below Rs. 25 lakhs. It is also provided that authorised 
capital in all cases (whether increased or decreased) shall 
always be in share values of Rs. 100/- each. 
(2) Issued and Subscribed Capital 
The issued capital of each Regional Rural Bank shall be 
of Rs. 25 lakhs. The issued capital would be subscribed by 
the Government of India, the sponsoring bank and the concerned 
State Government in the proportion of 10:7:3 respectively. 
The Act does not provide for the holding of shares upto 15 per 
cent by local institutions and individuals as suggested by the 
2 
working group on Rural Banks. 
1 Regional Rural Banks Act, 1976, op.cit., p.3. 
2 Ibid. 
185 
The Board of Direc tors may^ a f t e r consul ta t ion with the 
Reserve Bank of Ind ia , the concerned S ta te Government and 
sponsoring bank with the p r i o r approval of the Central Govern-
ment, increase the i s sued c a p i t a l of the Regional Rural Banks 
from time to t ime. But, whenever addi t iona l c a p i t a l i s i ssued, 
such c a p i t a l should also be subscribed by the above agencies 
1 
xn the same proportion as mentioned above. 
(3) Paid-up Capital 
The paid-up c a p i t a l of each Regional Rural Barikwas placed 
a t Rs. 25 lakhs divided in to 25,000 fu l ly paid-up shares of 
Rs . 100.00 each. Thus, out of the paid-up c a p i t a l r e fe r red to 
above, the share of the Government of India comes t o Rs. 12.50 
lakhs (50 per cent of the to ta l )^ ' Rs , 8.75 lakhs (35 per cent 
of the t o t a l ) have been contr ibuted by the sponsoring bank. 
The remaining 3.75 lakhs (15 per cent of the t o t a l ) have been 
2 paid-up by the concerned S ta t e Government. 
Branch Expansion 
One of the objec t ives underlying the Regional Rural Bank 
Scheme i s t h a t c r e d i t f a c i l i t i e s through commercial banking 
channels (Regional Rural Banks) should be extended t o remote 
3 
r u r a l areas p a r t i c u l a r l y to unbanked and under-banked c e n t r e s . 
1 Regional Rural Banks Act, 1976, o p . c i t . , p . 3 . 
2 I b i d . 
3 Reserve Bank of India Bulletin, Bombay, Jan. 1976, pp.61-63. 
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One of the important objectives of Regional Rural Banks 
is to implement a programme of extending facilities which would 
provide full advantage of the organised banking to the rural 
customers. Each Regional Rural Bank was expected to open a 
minimtmi of 20 operating branches within the first year of its 
operation and 20 to 30 more branches in the second year of 
working, ultimately reaching the target of having 50 to 60 
branches to cover all relatively "unbanked" or "under-bani;ed" 
centres in the area of its operation. 
Table 1 gives data pertaining to the urban branches of 
the RRBs in India and also Uttar Pradesh. 
It is obvious from the Table that by December 31, 1976, 
40 Regional Rural Banks had been set up in the country in 15 
States with a total of 489 branches, i.e., 12 branches per bank. 
The number of Regional Rural Banks in the country had gone nlJ^ 
up to 48, by the end of December, 1977, covering 16 States and 4-i^ ^ 
operating a total number of 1,754 branches, which per Regional 
Rural Banks comes to 25. The number of Regional Rural Banks 
in the country had gone up to 51 by the end of December, 1978, 
covering 17 states and operating a total of 1,754 branches 
(34 per Regional Rural Bank). The number of Regional Rural 
Banks in the country had gone up to 60 at the end of December, 
1979, covering 17 States and operating a total number of 2,420 
branches (40 per Regional Rural Bank). By the end of December, 
1980, the n\imber of Regional Rural Banks had gone up to 85, 
188 
covering 17 States and operating a total number of 3/279 
branches (38 per Regional Rural Bank). During the year 1981, 
the number of branches increased to 4,794 (or by 46.20 per 
cent) in 17 States and 29.1 per cent during 1982 in 19 States 
of the country. 
As on December 31, 1976, 8 Regional Rural Banks with a 
total number of branches where operating in Uttar Pradesh. The 
number of RRBs increased to 27 by December 31, 1981 and to 
29 by DecQ:nber 31, 1982, respectively. When looking to the 
RRBS in 1976 (8) and 1982 (29), one finds a growth rate of 
262.50 per cent over the period. Similarly, the number of 
branches in 1976 (129) and in 1982 (1,313), revealed a percentage 
growth of 917.83» The number of branches which stood at 837 
in 1981^ touched the figures of 1,313 by the end of December, 
1982, showing a spectular growth of 56.86 per cent. 
The details of progress of all Regional Rural Banks in 
terms of State-wise branch expansion is also revealed from 
Table 1. The ntomber of Regional Rural Banks in In<ii.a had 
increased from 40 to 124 registering an increase of nearly 
311.0 per cent in the period under consideration (1982 over 
1976) . The nijmber of operating branches of all Regional Rxjural 
Banks in India had increased from 489 to 6,191 registering an 
increase of nearly 1,166 per cent in the period of under 
consideration (1982 over 1976). 
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Excepting one Regional Rural Bank, namely the Jaramu Rural 
Bank, JammU/ which has been sponsored by a private sector 
commercial bank (namely, Jammu and Kashmir Bank Limited)/ all 
others have been sponsored by the scheduled commercial banks. 
The Regional Rural Banks have been sponsored by concerned lead 
banks of the districts of their operation. 
As revealed by the data given in table 1, in Uttar 
Pradesh the nximber of Regional Rural Banks increased from 8 in 
1976 to 29 in 1982, recording an increase of 262.50 per cent. 
The nxjmber of operating branches in the State also increased 
from 41 to 1,313 registering an increase of 3,102.19 per cent 
(1982 over 1976) . 
Table 2 lists the name of sponsoring banks and areas of 
jurisdiction of 12 Regional Rural Banks in Eastern Uttar 
Pradesh, of which 4 Regional Rural Banks were established 
before June 30, 1977. We would make particular mention of the 
performance of these 12 Regional Rural Banks in Eastern Uttar 
Pradesh of which, the first 4 Regional Rural Banks account 
for a major share of total business of all Regional Rural Banks 
in Eastern Uttar Pradesh. 
Regiohal Rural Banks in Eastern Uttar Pradesh have been 
set up by the scheduled commercial banks. It means that the 
Regional Rural Banks in Eastern Uttar Pradesh, established upto 
December 31, 1982, were all sponsored by scheduled commercial 
banks: 
1 Bank of Baroda, 4, State Bank of India, 2, Central Bank of 
India/ 1/ Union Bank of India 3, Punjab National Bank 1, 
Allahabad Bank, 1 = 12. 
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In Eastern Uttar Pradesh, 598 branches of Regional Rural 
Banks were functioning in 14 districts at the end of December, 
1982. 
10 Regional Rural Banks in Eastern Uttar Pradesh have a 
two 
jurisdiction of one district each, and another/have jurisdiction 
over two districts each. The 12 Regional Rural Banks altogether 
have covered 14 districts. 
Viability of Regional Rural Banks 
An issue often raised in connection with the operation 
of Regional Rural Banks is with regard to their viability. 
Any credit institution, if it is to survive for long, cannot 
afford to incur losses continuously. It has to become viable 
sooner or later. This is an essential aspect of any long-
terra arrangement to institutionalise credit. 
The Dantwala Committee which reviewed the working of 
Regional Rural Banks in 1977, came to the conclusion that "the 
financial results of the working of some of RRBs do show that 
they have a potential and capability to attain financial 
viability and become a profit-making institution at a level of 
business of about Rs. 3 crores, which could be expected to be 
reached in about 3 to 4 years". It further said, "A RRB will 
have to put its sight higher than a business of Rs. 3 crores if 
1 Reserve Bank of India, Report of Review Committee (Dantwala 
Committee) on Regional Rural Banks, 1977, p.27. 
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it is to earn profits to build up efficient credit delivery 
and supervision system and required bad debts and other 
111 reserves," 
As it was felt that a fresh study on the working of RRBs 
had become due, on the suggestion its Steering Committee the 
Reserve Bank of India in 1979 carried out a quick study. The 
Report was submitted in April, 1980. 
The conclusions drawn by this study are as follows: 
The Regional Rural Banks have so far been able to achieve 
the main objective of helping the weaker sections in the rural 
areas, namely, small and marginal farmers, landless agricul-
tural labourers and rural artisans deposit the constraints of 
limited area of operation, an unhelpful topography (in some 
areas) and an unenterprising clientale. 
It is revealed that the selected Regional Rural Banks 
had been controlling their operating expenses quite efficiently. 
The increase in their total expenditure was due to increase in 
interest paid on deposits and borrowings and not on account of 
increase in establishment expenses. The gap between income and 
expenditure of Regional Rural Banks is quite small signifying 
that the RRBs are nearing the break-even point. However, it may 
be remarked that such a sit^ uation is unlikely to be achieved in 
a short period. To ensure that they also start building up 
1 Ibid, 
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reserves* they should aim at sufficiently high growth rates 
for their loan business. If the banks can achieve the suggested 
growth rates they would become viable by 1981, 
It is not possible for all the branches to become viable 
as some are locatted at places where the potential is limited, 
and face keen competition from commercial/cooperative banks. 
Fundamentally/ Regional Rural Banks may be handicapped 
by two major constraints: 
(i) exclusion of other than small farmers from loan 
facilities which keep back the relatively prosperous 
potential depositors from depositing their savings 
with these banks, and 
(ii) the State Government's preference for keeping , 
their institutional deposits with the cooperatives. 
Nevertheless, it is expected that most of the Regional 
Rural Banks would play a useful role in mopping up a part of 
the savings of the area under their jurisdiction. For this 
purpose, a number of incentives, viz., loan under D.R.I scheme, 
advances granted at concessional rate of interests, etc., have 
to be continued in addition to favourable interest rates. Regional 
Rural Banks will have to continue mobilising savings provided 
(a) their branches are set up in untapped rural areas; (b) 
initial enthusiasm and good service is offered to customers by 
the staff; (c) incentives by way of 1/2 per cent higher rate of 
1 State Bank of India Monthly Review, Bombay, Vol. XXII, No.11, 
November 1983, p.466. 
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interest is continuing/ and (d) use of local language in 
dealings is encouraged. 
In the light of experience^ overall trends and future 
needs, the concept of Regional Rural Banks has to be viewed 
vdth a slightly modified perception. Since the RRBs have to spread 
deep into the rural areas, they shall have to operate a large 
number of branches. Secondly, as they have to cater to the 
needs of poorer groups who are in large numbers and inclined 
to misutilise the loan amounts, such loaning has to be super-
vised which means larger field staff and higher cost of 
operations. The loan defaults could also increase over the 
years and hence, the RRBs will have to build up larger reserves. 
All these factors are not condusive to attaining viability 
in a short period, thus raising the question as to how we would 
reconcile the need to achieve the viability with the social 
objective of lending to the poor at low rates of interest and 
2 
assist them in making proper use of the loans. 
Today, the RRbs are cheaper than commercial banks because 
the staff are paid at the state government salary scales which 
are relatively lower than the scales in public sector banks. 
Further, they are under-staffed in relation to the task assigned 
to them. One solution is to consider RRBs as the rural wing of 
the public sector banks so that they can reach the remote rural 
1 Bank of Baroda Weekly Review, Bank of Baroda, Baroda, 20, 
No. 8, February 19^1982, p.3. 
2 Ibid. 
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areas in backward districts and fulfil the objectives of banks' 
nationalisation. Once this perception is accepted, any losses 
incurred by the RRB will have to be absorbed by the sponsoring 
bank just as it absorbs the losses of its branches. 
While all efforts should be made to make the RRBs viable, 
a few banks covering certain backward areas may take a longer 
time to become viable. Under the system envisaged above, what 
is expected from the sponsoring banks is that they will make 
good the loss on RRBs out of the interests earned on their 
lending activities, and by minimising their expenses such as 
on publicity. The Government of India itself felt the need for 
"The setting up of new rural banks as subsidiaries of public 
2 
sector banks to cater to the credit needs of the rural people^" 
as mentioned in the notification issued for the appointment 
of the Working Group on Rural Banks in 1975. Once the concept 
of RRB as a sxibsidiary of Sponsoring Bank is accepted, the 
viability issue gets placed in its right perspective. 
Assessment of the Performance of 
Regiofaal Rural Banks. 
T^e performance of Regional Rural Banks can be assessed 
on the basis of the following criteria; 
1 The Economic Times (Supplement), New Delhi IX, 92, June 26. 
1982, p.I. 
2 Government of India, Report of Working Group (Narsimaham 
Group) on Rural Banks, 1975, p.2. 
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(i) Suitability of Location 
The Regional Rural Banks are to be located in such areas 
where the credit support of commercial and cooperative banks 
is inadequate and credit gaps are large; where the weaker 
section of rural population are large in number and where 
potentiality for agricultural development is good. 
The Steering Committee indicated the norm of 75,000 popula-
tion for opening a branch of Regional Rural Bank. 
(ii) Spread of Banking Facilities 
The RRBs were established to help expand credit facilities 
to the remote rural areas, particularly to those which have been 
hitherto unbanked or underbanked. Needless to say that merely 
expansion of branches alone v/ould not furnish a satisfactory 
position as regards the performance of Regional Rural Banks, 
which would acquaint themselves well if these besides opening 
branches in 'unbanked' and 'underbanked' areas also take to 
liberal financing of the credit-starving rural projects and 
entrepreneurs. The time-bound targets both with regard to 
branch expansion and credit, must be achieved. 
(iii) Deposit Mobilisation 
The process of capital formation is accelerated by bank-
ing activities of RRBs. These banks can create credit on the 
basis of primary deposits and can, therefore, extend credit 
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facilities in a large magnitude than that of primary deposits. 
These banks by restoring to varied banking facilities, viz., 
provision of cheques, cheap remittance and collection facilities, 
etc., and by providing banking education and incentives, may 
motivate and inspire people to surrender their savings. 
The two major constraints on deposit mobilisation in 
respect of RRBS are (a) exclusion of other than small farmers 
from loan facilities which kept back the relatively better-off 
potential depositors from depositing their savings with the 
RRBs, and (b) the State government's preference keeping their 
institutional deposits with the cooperatives. These constraints 
have been removed to some extent in the country by Finance and 
Planning Department, by bringing RRBs at par with cooperative 
banks in respect of deposit mobilisation. Panchayats, municir 
palities and other local bodies would now be in a position to 
deposit their funds with RRBs. 
(iv) Loan Business 
One of the objectives of RRBs is to attempt effective 
coverage of the small and marginal farmers, landless labourers, 
rural artisans, etc. The performance of the Banks v/ill have 
to be judged by their success in coverage of such categories 
of borrowers. 
1 Naresh Kximar, Role of RRBs in Rural Finance: A case 
study of Eastern Uttar Pradesh, Cooperative Perspective, 
Pune, 18, 2, July-September, 1982, p.37. 
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(v) Advance Deposit Ratio and Funds Position 
Increasing the level of local employment of deposits 
mobilised locally is a marked featxire of the RRBs. Therefore, 
an analysis of advance-deposit ratio attained by RRBs would be 
an important indicator of their contribution to the develop-
ment of the concerned region. 
The comparison of advance-deposit ratio of RRBs with 
those of rural branches of commercial banks in the same regicsn 
would help us to gauge the performance of RRBs in the local 
development of deposits raised locally. Such ratios have been 
calculated and given by us in Chapter V. 
It is worthwhile to study the advance-deposit ratios and 
funds position of RRBs together for assessing the working of 
RRBs, According to the formula of the Reserve Bank of India, 
the proportion of RRB deposits. Reserve Bank of India finance 
and the sponsoring Bank advances is fixed at 15:50:35. Analysis 
of the funds position of RRBs would indicate if there is a 
potential for getting additional funds from the RBI/Sponsoring 
Bank and also show the real position on resources side in 
expanding the loan business of RRBs. 
(vi) Recovery Performance 
The recovery performance of RRBs can be measured by looking 
to the proportion of overdues to the demand as existing on a 
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particular date against the debit accoiints. The position 
may be viewed by looking to comparable data of commercial 
banks, cooperative societies and RRBs operating in the same 
area. This would help reveal the effective functioning of 
RRBs in this regard. Verily recovery operations help sustalj) 
financial organisations. 
As suggested by some banking experts, to improve the 
recovery position, 'recovery drives' by a joint team of govern-
ment and bank officials may be carried out periodically at 
regular intervals. 
i'^^^^ Quality of Lending 
Though the area of operation of the branches of RRBs and 
commercial banks is more or less equal the RRB branches posted 
with field-staff would be in a better position to examine the 
business in their command area compared with commercial bank 
branches which do not have field staff. It is, therefore, 
expected of RRBs to serve the rural poor better. It is also the 
duty of RRBfieId staff to contact prospective borrowers in 
the village. 
Though, the loan applications are more simple than those 
of commercial banks and are in vernacular, yet the RRB staff 
should help the borrowers in filling up of the forms and also 
in securing 'no dues' certificates and extracts from the land 
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records, etc. The extent to which the RRB field staff will 
undertake these functions with enthusiasm and initiative, 
would determine the performance of the Regional Rural Banks. 
The adequacy of loan amount, judged by the proportion of 
the loan amount sanctioned to that applied for, the period 
required to complete the formalities for sanctioning the loan, 
and the rate of interest chargeable on loans, would give an 
idea as to how far the RRBs justify their existence in catering 
to the needs of the weaker sections. 
(viii) Management 
That the success of RRBs depends on the quality of their 
management, needs no emphasis. The management should take 
right decisions at the right time. The directors on the board 
of management should take an active part in the proceedings of 
board meetings. The extent to which the weaker sections are 
represented on the board of directors may be taken as a 
measure of safeguarding their interests. 
But effective management with good leadership alone is 
not sufficient. The right attitude of the RRB depends,to a 
considerable extent, upon ensuring rural orientation among the 
staff recruited and local touch in their appointment. 
1 Bank of Baroda Weekly Review, Baroda, Vol. 20, No. 8, 
February 19, 1982, op.cit. 
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(i^) Financial Viability 
On the question of financial viability and the time 
dimension within which it was to be achieved/ the working 
Group on Rural Banks had remarked that "where the objective of 
the type of financial institutions (viz., RRBS) is socio-
economic/ an initial period of financial loss may well be a 
price worth paying for the achievement of the larger social 
objective of widening the area of credit coverage." 
The Dantwala Committee was of the opinion that the RRBs 
can attain financial viability and may be able to reduce 
progressively their dependence on Reserve Bank of India/ 
Sponsoring Banks thereafter, provided of course, the RRBs make 
innovative efforts to steadily increase their lending business. 
1 The Economic Times (Supplement), New Delhi, Vol. IX, No.92, 
June 26, 1982,op. cit. 
Role Of Regional Rural Banks In 
Financing Of Cottage Industries In 
Uttar Pradesh And Its Eastern Region 
Chapter V 
ROLE OF REGIONAL RURAL BANKS IN FINANCING 
COTTAGE INDUSTRIES IN UTTAR PRADESH AND 
ITS EASTERN REGION 
Cottage industries which have been and are an important 
factor and pillar of India's rural economy, can with appro-
priate management techniques, can significantly contribute 
to the solution of the problans faced by India's irural folks, 
and can help in the diffusion of suitable modern technology 
in rural areas. However, financial institutions hitherto 
operating in rural areas have been unable to take proper care 
of the needs of cottage industries. Therefore, the advent of 
Regional Rural Banks on October 2, 1975, on the recommendations 
of the M. Narsimham Committee, has brought about an important 
change in the context of economic development of rural India, 
and her cottage industries. 
Cottage industries have been playing an important role in 
the socio-economic development, particularly of the rural areas, 
India, including Uttar Pradesh, as its Eastern region. They 
received sustenance from the indigenous technology which was 
need-based and was being mainly developed by the local talents. 
1 Naresh Kumar, 'Regional Rural Banks Help in Rural Develop-
ment', The Maharashtra Cooperative Quarterly, Pune, October, 
1982, p.67. 
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The technology so developed was aiming at the avoidance 
of hard manual work. It was such that helped in the 
creation of avenues of division of labour, and more jobs. 
"The modern technolgy in the absence of its proper applica-
tion in rural areas has broken this traditional linkages 
between the farmers and the artisans." 
Professor A.M. Khusro, member of the Planning Commission, 
stressed at "the need for technological upgradation of village 
skills." He also recommends that "rural artisans should be 
provided v;ith new tools, credit and marketing facilities to 
2 
enable them to benefit from the advanced technology." 
In Japan, the Meiji restoration in 1868 brought about 
drastic socio-economic development converting artisan produc-
tion into community production. In many cases, "cottage 
industries employed one or two workers each, providing part-
3 
time or subsidiary employment to peasants." 
In view of the high pressure of unemployment and under-
employment especially in rural areas, development of cottage 
industries is desirable. However, this calls for adoption of 
1 Solanki, S.S., "Rural Artisans and Modern Technology", 
Kurukshetra, New Delhi, February 16, 1982, p.9. 
2 The Times of India, New Delhi, February 7, 1984, CXLVII, 
No. 38, p.9. 
3 Solanki, S.S., "Rural Artisans and Modern Technology, 
op.cit., p. 9. 
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appropriate new technology by the cottage industries. But 
the present economic conditions of cottage industries are 
awfully bad. Lack of productive assets, an assured market, 
availability of raw materials, improved tools, etc., and a 
too low income, have forced them to go even for consxamption 
loans at an exorbitantly high rate of interest. This may be 
well understood if one refers to the All-India Debt and 
Investment Survey, 1971-72, which was conducted by the 
Reserve Bank of India: 38.5 per cent of the rural artisans 
households were indebted with outstanding debt of Rs. 450 
per household. The household expenditure accounted for about 
2 
64 per cent of the total cash debt. The rural artisans, 
therefore, badly need financial help from the financial 
institutions like Regional Rural Banks. 
The proportion of cottage entrepeneurs in the total work 
force has decline over the years due to their shifting to 
other occupations. Prom 18 per cent of work force employed 
in rural technologies in 1910, it was reduced to five per cent 
3 
in 1980 . In 1971-72, the estimated number of rural households 
in the country was 7,73,35,000 of whom 18,68,000 (24 per cent) 
1 Naresh Ktomar, 'Cottage and small scale industries in India,' 
Jagriti, Bombay, January 16, 1982, p.5-6. 
2 Reserve Bank of India, Report of All-India Debt and Invest-
ment Survey, 1971-72, Bombay, p.185. 
3 Rahman, A., Qureshi, M.A., Solanki, S.S. and Vashist, U.N., 
'Influence of Metropolitan Proximity on Skill Formation of 
Rural Workers - A Case Study of Haryana Villages', Man and 
Development, September, 1981, p.23. 
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were cottage artisans households. Nearly three-fourths of 
the artisans fell in the category of poorer or weaker 
2 
sections of the rural families with assets below Rs. 2,500 
during the same period. • ' ^  
^J>/ 
The institutional agencies provide only 4 per cent of ^ \J^ 
the total outstanding cash of cottage industries against 33 J^ 
per cent from the agricultural money-lenders, 17.4 per cent 
from the professional money-lenders and 13.1 per cent from 
the traders. Of the total debt, only 23 per cent is meant 
for development purposes which is quite insufficient to meet 
3 
the full requirements of cottage industries. 
The Regional Rural Banks aiming at a smooth flow of 
rural credit, are poised to introduce changes of far reaching 
efforts in the rural life particularly of Eastern Uttar 
Pradesh. This will have significant spread over socio-
economic effects. They can be especially asked to suit the 
needs of cottage entrepreneurs. They can be helpful in 
implementing economic policies from time to time which will 
revamp cottage industries also by saving them from the 
ruthless exploitation by money-lenders. Money lenders' role 
grew due to a long continuing virtual absence of the alter-
native credit agency in rural India. The rural banks have been 
c)uy^ ' 
1 Al l - India Debt and Investment Survey, Reserve Bank of Ind ia , 
o p . c i t . , p .186. 
2 Ibid. 
3 Conference of the Chaiinnen: Regional Rural Banks, 'Loans, 
Policies and Follow-up', Bombay, April, 1980, p.6. 
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trying to effectively curb this tendency. As regards the 
expension of employment facilities under the 20-point 
Economic Programme, Regional Rural Banks are playing an 
important role in providing adequate and cheap finance to 
cottage industries for the purchase of raw materials, tools 
and equipments, and for marketing of their products. 
As mentioned earlier. Regional Rural Banks' branches 
have been set up mostly in untapped rural areas. These banks 
have also offered full range of the usual advance schemes 
along with some special schemes for retired personnel and 
school students. Besides, the staff provide service with 
enthusiasm to the customers. 
When we attempt to analyse the operational field like 
advances, we find that all advances granted by these banks 
are of two types: (1) Direct advances, and (2) Indirect 
advances. The total advances of all Regional Rural Banks 
have registered an impressive grov/th in absolute terms and 
are mostly accounted for by direct advances. Thus, these 
banks granted Rs. 746.05 lakhs (95.25 per cent of which was 
in the form of direct advances) at the end of 1976. The 
total number of borrowal accounts of direct advances has been 
98,409 duting the same year. The average amount per account 
of direct advances was Rs. 722.09; while total advances per 
1 Data pertaining to the growth of the direct and indirect 
advances, has been given in Appendix III-A. 
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branch stood at Rs. 1.53 lakhs during the year 1976. In 
the year 1977, advances of these banks disclosed a very 
satisfactory grovvth both in terms of borrowal accounts and 
amount of advances while the number of borrowal accounts of 
direct advances increased by 406.53 per cent, the amount 
of total advances rose by 474.34 per cent, showing a compara-
tively higher rate of increase in the amount of direct advances. 
Average amount per account of direct advances as well as 
total advances per branch also showed an impressive growth. 
However, these rates of growth declined during the year 
1978 as well as in 1979; though the nximber of borrowal 
accounts of direct advances increased by 145.81 per cent in 
1978 and only by 31.40 per cent in 1979. The amount of total 
advances registered an increase of 188.40 per cent and 35.37 
per cent in 1978 and 1979 respectively. Most of the increase 
in the advances has been due to increase in direct advances. 
The average amount per account of direct advances increased 
to Rs. 949.24 in 1978 and Rs. 989.07 in 1979. The advances 
per branch after having increased to Rs. 7.05 lakhs in 1978 
went down to Rs. 6.92 lakhs in 1979. In the year 1980 and 
1981, total advances of disclosed a satisfactory growth in 
terms of amount of advances, average amount per account of 
direct advances, and total advances per branch; though in 
terms of borrowal accounts the data do not present a picture 
of satisfactory growth. Thus, the nximber of borrov;al accounts 
of direct advances increased by 29.51 per cent and 37.58 per 
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cent in 1980 and 1981 respectively. Amount of total advances 
rose by 45.38 per cent in 1980 and 67.06 per cent in 1981 over 
the previous year's figure. Thus, it-may be discussed that 
a comparatively higher rate of increase has taken place in the 
amount of direct advances. Average amount per account of 
direct advances increased to Rs. 1,086,78 (by 9.88 per cent) 
in 1980 and Rs. 1,342.86 (by 21.70 per cent) in 1981. Like-
wise/ total advances per branch also increased to Rs. 7.42 
lakhs (by 7.23 per cent) in 1980 and Rs. 8.48 lakhs in 1981 
(by 14.29 per cent). 
During the year 1982, the advances of these banks 
registered satisfactory growth in direct advances, number of 
borrowal,accounts,indirect advances and average amount per 
borrowal account. But when compared to the data for 1981, 
the growth in advances (43.20 per cent) and borrowal accounts 
( 27,27 per cent) has been less impressive. While the 
average amount per borrowal account gone down to Rs. 1,232.28 
as against Rs. 1,342.86 for the previous year, the amount of 
total advances per branch registered an increase by Rs.0.43 
lakh when it stood at Rs. 8.91 lakh in 1982 as against 
Rs. 8.48 lakh in 1981. 
In order to evaluate the performance of Regional Rural 
Banks in Uttar Pradesh in comparison to the Regional Rural 
Banks in the rest of India in the matter of granting advances, 
vie have presented required data in Table 1. It appears from 
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this Table that total advances of Regional Rural Banks in 
Uttar Pradesh increased at a lower rates than the rates 
of increase in total advances of Regional Rural Banks in 
the rest of India upto 1978; but, during the year 1979, the 
rate of increase in the total advances of the Regional Rural 
Banks in Uttar Pradesh (40.88 per cent) has been higher than 
noticed in the case of Regional Rural Banks in the rest of 
the country. During the year 1980/ the total advances of 
Regional Rural Banks of Uttar Pradesh increased at a low 
pace sharing loss in the increase in total advances of all 
the Regional Rural Banks in India. As regards the nximber of 
borrowal accounts of direct advances, the performance of 
Regional Rural Banks in Uttar Pradesh seems to be poorer than 
that of the rest of India upto 1979. But, during the year 
1980, the rate of increase in borrowal accounts of direct 
advances of Regional Rural Banks in Uttar Pradesh as judged 
by the annual rate of increase in number of borrowal accounts 
of direct advances, has been higher than that noticed in the 
case of Regional Rural Banks in the whole country. In terms 
of amount of direct advances. Regional Rural Banks in the 
rest of India performed better than those in Uttar Pradesh 
during the years 1976, 1977, 1978 and 1980 respectively. But 
in 1979 these banks in Uttar Pradesh in terms of amount of 
direct advances performed better than the rest of India. For 
the earlier years 1976, 1977 and 1978 also, the average 
amount per account of direct advances has been lower in case 
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of Uttar Pradesh. But, during the year 1979 and 1980, 
this amount has been higher in the case of Uttar Pradesh. 
When we apply the yardstick of total advances per branch, 
it is found that these banks in Uttar Pradesh have a poorer 
performance as compared to the banks in the rest of India. 
Amount of total advances per branch in the case of these 
banks in Uttar Pradesh has been lower than those granted 
by these banks in the rest of the country in all years 
excepting 1975. 
During the years1981 and 1982, the total advances of 
these banks increased at a higher rate in Uttar Pradesh than 
in the rest of India. As regards the niomber of borrowal 
accounts of direct advances, the performance of these banks 
seems to be poorer in Uttar Pradesh in 1981 than that of the 
rest of India, in 1981, but in 1982, in Uttar Pradesh, it 
increased faster than the rest of India. Direct advances 
in Uttar Pradesh registered a higher increase than the rest 
of India. In terms of indirect advances too, Uttar Pradesh 
recorded a remarkable progress than that noticed in case 
of rest of India. However, the total advances per branch 
in Uttar Pradesh was lower than the rest of India in 19'81 and 
1982, where it stood at Rs. 7.07 lakhs and Rs. 7.92 lakhs 
respectively against Rs. 3.73 lakh and Rs. 11.31 lakhs res-
pectively for the rest of India. 
The working group on Rural Banks has stated that "one of 
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the important objectives of Regional Rural Banks would be to 
attempt effective coverage of small and marginal farmers, 
landless labourers and cottage industries, etc. The per-
formance of these banks will be judged by their success in 
" 1 
coverage of such categories of borrowers. The advances to 
small and marginal farmers and landless labourers, and cottage 
2 
industries. It appears that Regional Rural Banks directly 
provided finance to both these groups. They extended during 
1976 Rs. 462.44 lakhs to small and marginal farmers and 
landless labourers as agricultural advances and Rs. 248.16 
lakhs to cottage industries. These banks did not grant any 
consumption advances during the year. In 1977, advances to 
small and marginal farmers increased at a higher rate than 
those given to cottage industries. This is also true in 
respect of number of accounts. Thus, 67.69 per cent of direct 
advances has been availed of by small and marginal farmers. 
However, in terms of amount per borrowal account, cottage 
industries received greater amount of advances. During the 
year 1978, advances to cottage industries increased by 208.28 
per cent; while advances to small and marginal farmers 
increased by 196.11 per cent. There was a similar trend 
noticed in the case of number of borrowal accounts. Moreover, 
1 Government of India, Report of Working Group Committee 
(Narsimahara Group) on Rural Banks, 1975, p.10. 
2 Data pertaining to agriculture and cottage industries 
has been given in Appendix III-B. 
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advances to small and marginal farmers continaed to account 
for a higher proportion; though,it slightly gone down in 
1978. During the year 1979/ advances to cottage industries 
as well as the number of borrowal accounts increased at 
higher rates than those in case of small and marginal farmers, 
The percentage share of small and marginal farmers has also 
gone down, the same being tme in the case of cottage 
industries. It is significant to note that consumption 
advances accounted for 3.00 per cent of the total direct 
advances given during this year. It is also observed that 
the amount per borrowal account in case of small and marginal 
farmers exceeded the amount per borrowal account in case of 
cottage industries — Rs. 1,025.78 as against Rs. 19.77.94 
for cottage industries. During the year 1980, advances to 
small and marginal farmers as well as number of borrowal 
accounts increased at a higher rate than those in the case 
of cottage industries. But the percentage share in total 
advances of small and marginal farmers has gone down and so 
in the case of cottage industries, i.e., 64.13 per cent and 
27.26 per cent. It is further significant to note that 
consumption advances accounted for 8.61 per cent of the total 
direct advances during the year. It is futther observed that 
the amount per borrowal account in case of small and marginal 
farmers exceeded the amount per borrowal account in the case 
of cottage industries — Rs. 1,143.13 as against Rs. 1,053.50 
for cottage industries. 
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A perusal of Table 2 giving cooperative data of purpose-
wise advances of Regional Rural Banks in Uttar Pradesh and the 
rest of India, would reveal that in 1976 these banks in Uttar 
Pradesh granted 67.30 per cent of their total advances to small 
and marginal farmers, while in the rest of India they gave 
64.07 per cent of their direct advances to the same category 
of borrowers, This trend, however was reversed in the year 
1977, when these banks in Uttar Pradesh provided 62.78 per cent 
to small and marginal farmers and 37.22 per cent to cottage 
industries. Regional Rural Banks in the rest of India granted 
68.66 per cent to small and marginal farmers and 31.29 per cent 
to cottage industries. 
These banks have also been providing a very little amount 
as consiimption advances. During the year 1978, these banks 
in Uttar Pradesh granted an increased amount of advances to 
small and marginal farmers. But its percentage share has 
been lower than that noticed in the case of the rest of India. 
The year 1979 witnessed a higher percentage of advances 
granted to small and marginal farmers by these banks in Uttar 
Pradesh, and, for the first time these banks have granted 
consumption advances accounting for 3.1 per cent of direct 
advances. During the year 1980, these banks in Uttar Pradesh 
provided 68.72 per cent to small and marginal farmers, 27.93 
per cent to cottage industries for productive purposes, and 
3.35 per cent as consumption advances. Regional Rural Banks in 
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the rest of India granted 63.39 per cent to small and marginal 
farmers/ 27.16 per cent to cottage Indus tries* and 9.45 per 
cent to as consiimption advances. 
In terms of amount per borrox^ ?al account, it is found 
that advances to cottage industries by these banks in Uttar 
Pradesh in all these years have been higher than the advances 
given to small and marginal farmers. But in the case of the 
rest of India advances to small and marginal farmers in terms 
of amount per borrov/al account have been higher than advances 
to cottage industries during all these years. It implies that 
Regional Rural Banks in Uttar Pradesh have given lesser amount 
as advances to small and marginal farmers and comparatively 
higher amounts to cottage industries as compared to Regional 
Rural Banks in the rest of the country. 
i'he foregoing analysis shov;s that the performance of 
Regional Rural Banks operating in Uttar Pradesh has not been 
upto the mark as regards advancing of loans. Nov// we shall 
highlight separately the performance of each Regional Rural 
Bank operating in Eastern region of Uttar Pradesh. 
^• Gorakhpur Kshetriya Gramin Bank, Gorakhpur. 
Gorakhpur Kshetriya Gramin Bank, Gorakhpur, came into 
operation in 1975. It is one of the first Five Regional Rural 
Banks, which were opened on October 2, 1975. The data 
EASTERN UTTAR PRADESH 
R e g i o n a l R u r a l Banks 
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Pratapgarh 
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13 Gorakhpur 
14 Deoria 
15 Ballia 
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concided were the birth anniversary of Mahatama Gandhi who 
always emphasised that India lives in villages. 
It will be seen that direct advances granted by this 
bank in 1976 amounted to Rs. 73.29 lakhs (i.e.* 90.74 per 
cent of all advances); while indirect advances accounted 
for 9.26 per cent of the total advances. ' The bank distri-
buted its direct advances through 15*844 borrowal accounts. 
The average amount per account of direct advances and total 
advances per branch stood at Rs. 462.37 lakhs and Rs. 4.04 
lakhs respectively. During the year 1977, total advances 
grew by 158.73 per cent, but, the rate of increase was higher 
in the case of indirect advances (732.75 per cent). While, 
indirect advances in 1977 formed 29.81 per cent of the total 
advances, the proportion of direct advances in total advances 
came down to 70.91 per cent. The total number of borrowal 
accounts of direct advances also increased by 152.02 per cent 
over the previous year, the amount per account of direct 
advances declined by 20.59 per cent. It may be discerned that 
there is no significant change in the total advances per 
branch. During the year 1978, total advances increased by 
186.21 per cent — the major part of the increase is accounted 
for by the increase in direct advances which formed 81.07 
per cent of the total advances in 1978. The total number of 
accounts also increased by 105.16 per cent with the result 
that the amount per account of direct advances and amount per 
1 Data pertaining to the growth of the direct and indirect 
advances, has been given in Appendix III-C. 
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branch of total advances increased to Rs. 591.92 lakhs and 
Rs. 9.06 lakhs respectively. Durihg the year 1979, total 
advances increased to Rs. 916.00 lakhs (Rg* 768.19 lakhs as 
direct advances andRs. 147.81 as indirect advances), A mild 
increase also took place in the nxomber of borrowal accounts 
of direct advances. As a result of such changes^ direct 
advances per account rose to Rs. 811.76 lakhs (or by 37.14 
per cent) and total advances per branch also increased to 
Rs. 11.74 lakhs. During the year 1980, total advances 
increased only by 3.22 per cent, the major part of the 
increase being in direct advances which formed 94.73 per 
cent of the total advances in 1980. There has been a major 
change in indirect advances which declined by 66.29 per cent. 
The total nxomber of borrowal accounts increased to 1,31,777 
or by 39.25 per cent over the previous year's total. Amount 
per account of direct advances and total advances per branch 
declined to Rs. 679.70 lakhs (or by 16.27 per cent) and 
Rs. 10.28 lakhs respectively. In the year 1981, the total 
advances increased by 72.76 per cent. The total number of 
borrowal accounts of direct advances increased to 1,67,536 or 
by 27.14 per cent. The amount per account of direct advances 
and total advances per branch increased to Rs. 924.00 lakhs 
(or by 35.97 per cent) and Rs. 15.02 lakhs respectively. 
During the year 1982, the total advances or direct advances 
increased to Rs. 2,174.12 lakhs (or by 40.50 per cent) over 
previous year. There has been an increase also in the nximber 
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of borrowal accounts by 28.45 per cent amount per account 
of direct advances (89.82 per cent). Advances per branch 
amount declined by Rs. 10.10 lakhs during 1982 when compared 
to the data for 1981. 
An analysis of purpose-wise advances of this bank during 
1976 reveals from Table 3 that about 87.95 per cent of the 
total direct advances were given to small and marginal farmers in 
agricultural sector and rest, i.e., 12.05 per cent was 
provided to cottage industries. However, a slight change 
in the pattern of advances in favour of cottage industries 
was noticed in the year 1977, when direct advances to 
agriculture formed 81.26 per cent of the total direct 
advances — cottage industries accounting for 18.74 per cent 
of this total. However, proportion of direct advances to 
agriculture went up to 84.20 per cent in 1978, having only 
15.80 per cent of the total advances for cottage industries. 
During the year 1979, 84.51 per cent of direct advances were 
given to small and marginal farmers in the agricultural sector. 
Thus, the remaining 15.80 per cent was provided to cottage 
industries. A major change in the pattern of advances in 
favour of agricultural sector is noticed in the year 1980 
when direct advances to agricultural sector accounted for 
83.65 per cent of the direct advances — cottage industries 
accounting for 9,06 per cent of the total direct advances. 
An analysis of the data as information pertaining to 
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this bank reveals that the bank for the first time in its 
life, provided consiomption advances accounting for 2.29 per 
cent of the total. During the year 1981, the bank provided 
99.63 per cent advances of the total direct advances to 
agricultural sector. It means that high priority was accepted 
to this sector in 1981. The advances extended to cottage 
industries accounted only 0.37 per cent of the total direct 
advances. 
2. Samyut Kshetriya Qramin Bank, Azamgarh. 
Samyut Kshetriya Gramin Bank, Azamgarh, came into being 
on October 6, 1976. By the end of December 1976, the total 
direct advances disbursed by this bank amounted to Rs. 44.55 
lakhs spread over 5,219 borrowal accounts. Thus, the average 
advances per branch come to Rs. 2.07 lakhs. The amount of 
direct advances per borrowal account was Rs. 834.45. 
During the year 1977, advances increased by 187 per cent with 
12,778 borrowal accounts. Average amount per account of 
direct advances, and advances per branch also increased to 
Rs. 978.32 (by 17.24 per cent) and to Rs. 3.79 lakhs (or by 
83.93 per cent) respectively. During the year 1978, the total 
direct advances grew to Rs. 242.77 lakhs or by 94.20 per cent. 
But the number of borrowal accounts increased only by 69.34 
per cent. This means that the total direct advances per 
borrowal account and per branch also increased to Rs. 1,121.96 
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and Rs. 6,39 lakhs respectively. During the year 1979^ 
total direct advances declined by 19,71 per cent and the 
number of borrowal accounts also decreased by 25.56 per cent. 
However, advances per branch declined to Rs, 3.83 lakhs. 
This bank has also given indirect advances forming 2.55 per 
cent of the total in 1979, During the year 1980, total 
direct advances increased to Rs, 231.83 lakhs or by 19.32 
per cent; though, the nximber of borrovml accounts of 
direct advances decreased to 15,888 or by 0.03 per cent. 
The bank has also given indirect advances forming 2.07 
per cent of the total advances in this year. Average amount 
per borrowal account of direct advances increased by 21.88 
per cent. Similarly, advances per branch increased to 
Rs, 4,01 lakhs. During the year 1981, the direct advances 
or total advances increased by 317.60 per cent. The number 
of borrowal accounts of direct advances, amount per account 
of direct advances and advances per branch also increased 
by 278.22 per cent, 8.12 per cent and Rs. 13.83 lakhs, 
respectively over the previous year. However, in the 
year 1982, total advances or direct advances increased to 
Rs. 943.23 lakhs or by 2.57 per cent. The average amount 
per borrowal account and advances per account of direct 
advances also increased by 30.43 per cent and 42,08 per cent, 
respectively; while the advances per branch declined by 
Rs, 9,43 lakhs. 
Table 4 * 
PURPOSE-WISE ADVANCES OF SAMYUT KSHETRIYA GRAMIN BANK, AZAMGARH. 
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Y e a r 
AGRICULTURAL ADVANCES 
No, of 
a c c o u n t s 
Amount Amount 
i n l a k h s i n Rs.per 
of Rs. account 
COTTAGE INDUSTRIES 
~TI Z Amount Amount 
accounts ^ ^ / ^ f ^  t^r^lf or Rs. account 
CONSUMPTION LOANS AND OTHER 
PURPOSE LOANS ADVANCES 
No of Amount Amount 
. in lakhs in Rs.per 
accounts ^c T>^ .^ 4. 
of Rs. account 
TOTAL DIRECT ADVANCES 
No. of 
accounts 
Amount Amount 
in lakhs in Rs.per 
of Rs. account 
1976 
3,708 22.31 
51.23* 
601.67 1,511 21.24 
48.77* 
1,405.69 5,219 43.55 
100.00* 
834.45 
1977 
1978 
1979 
1980 
1981 
9,001 164.76 
(142.75X190.27) 
51.80* 
14,634 119.29 
(62.58) (84.20) 
49.14* 
9,153 92.63 
(-37.45)(-22.35) 
47.68* 
8,480 115.71 
(-7.35) (24.92) 
49.91* 
34,755 417.25 
(309.85)(260.6) 
43.10* 
719.48 
(19.58) 
815.16 
(13.30) 
1,012.02 
(24.15) 
1,836.20 
(81.44) 
1,200.55 
(34.62) 
3,777 60.25 1,595.18 
(149.97) (183.66) (13.48) 
48.20* 
7,004 123.48 
(85.44) (104.95) 
50.86* 
6,255 
(-10.69) 
6,839 
(9.34) 
25,336 
(270.9) 
91.16 
(-26.17) 
46.92* 
103.60 
(13.73) 
44.72* 
1,763.00 
(10.52) 
1,457.39 
(-17.33) 
1,516.01 
(4.02) 
550.86 2,134.43 
(431.72)(40.79 
56.90* 
-
-
484 
569 
(17.56) 
-
-
-
10.50 
§.40* 
12.44 
(18.48) 
5.37* 
-
-
-
2,169.42 
2,116.29 
(2.44 
-
12,778 
(144.84) 
21,638 
(69.34) 
15,852 
(-26.56) 
15,898 
(-0.03) 
60,091 
(277.98) 
125.01 
(187.05) 
100.00* 
242.77 
(94.20) 
100.00* 
194.29 
(-19.97) 
100.00* 
231.75 
(19.32) 
100.00* 
968.11 
(317.60) 
100.00* 
978.32 
(17.24) 
1,121.96 
(14.58) 
1,222.56 
(8.77) 
1,490.06 
(21.88) 
1,611.07 
(8.12) 
19,951 417.53 2,092.78 
1982 (42.60) (0.07) (74.29) 
44.26* 
23,373 
(7.75) 
525.82 
(4.55) 
55.74* 
2,249.97 
(5.41) 
43,324 943.35 2,117.43 
(27.80) (2.56) (35.15) 
100.00* 
* Percentage of total advances. 
Figures in brackets show the percentage increase or decrease over the previous year. 
Source; (1) Compiled by the Researcher on the basis of data supplied by the Directorate of Institutional Finance, 
Uttar Pradesh, Lucknow. 
(2)'Annual Reports, Sanyukt Kshetriya Gramin Bank, Azamgarh, 1982. 
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Table 4 gives the purposewise distribution of advances* 
The data indicate that during 1976, 51.23 per cent of the 
direct advances was given to small and marginal farmers in the 
agricultural sector and the rest, i.e., 48.77 per cent, was 
provided to cottage industries. There has been no major change 
in the pattern of advances in 1977. During the year 1978, 
49.14 per cent of direct advances was given to agricultural 
sector,and the remaining 50.86%was provided to cottage 
industries. Direct advances to agriculture and cottage 
industries as percentage of the total direct advances de(£reased 
to 47.68 per cent and 46.92 per cent respectively. The bank 
for the first time during the year 1979 administered indirect 
advances to consumers amounting to Rs. 10.50 lakhs (or 5.40 
per cent of the total). During the year 1980, 49.91 per cent 
of direct advances was given to agricultural sector, and 44.72 
per cent was provided to cottage industries. Further, this 
bank extended Rs. 12.44 lakhs (or 5.37 per cent of the total 
direct advances) as consumption advances. When compared to 
the previous year's data, direct advances to agricultural 
sector as percentage of the total direct advances during the 
year 1981, decreased to 43.10 per cent; while that to cottage 
industries increased to 56.90 per cent. Similarly, during 
the year 1982, 44.26 per cent of the direct advances was 
given to agriculture which was higher than the figures for the 
previous year and the remaining 55.74 per cent went to cottage 
industries, showing a decline by 1.75 per cent over the 
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previous year. 
3. Ballia Kshetriya Gramin Bank^ Ballia. 
The Ballia Kshetriya Gramin Bank, Ballia, came into being 
in 1977. 
During the years 1977 and 1978^ this bank granted only 
direct advances which increased by 385.27 per cent in 1978 
and the number of borrowal accounts also went up by 232.28 
per cent. Amount per account of direct advances increased 
from Rs. 1/418.84 to Rs. 1,626.63, showing an increase of 
14.65 per cent only. Advances per branch more than doubled 
when they stood at Rs. 5.62 lakhs in 1978. However, during 
the year 1979, there has been a slackening change in the 
rate of growth in advances: Advances rose only by 66.43 
per cent and total niomber of borrowal accounts went up by 
59.82 per cent over the figures of 1978. There has been a 
very mild increase (4.13 per cent) in the amount per account 
of direct advances. In fact, in spite of the increase in direct 
advances, amount per branch declined from Rs. 5.82 lakhs in 
1978 to Rs. 5.16 lakhs in 1979. This indicates that this bank 
through its increasing number of branches has not been able to 
grant advances at increasing rates. During the year 1980, 
the bank granted only direct advances which increased to Rs. 
245.72 lakhs or by 64.20 per cent. The number of borrowal 
1 Data pertaining to the growth of direct and indirect 
advances has been given in Appendix 111-E, 
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accounts (12,176) also went up by 37.79 per cent over the 
data for 1979, when they stood at 8,835 (59.82 per cent). 
Amount per account of direct advances increased from Rs. 
1,693.83 to Rs. 2,018.40 showing an increase of 19.16 per cent. 
Advances per branch also increased to Rs. 7.68 lakhs or by 
48.84 per cent. 
In 1981, this bank granted only Rs. 411.42 lakhs (167.42 
per cent) . The ntamber of borrowal accounts also increased 
by 142.78 per cent. The amount per account of direct loans and 
advances per branch also increased by 117,22 per cent and 
33.85 per cent respectively during the year. Similarly during 
1982, this bank granted Rs, 623.72 lakhs of direct advances 
which registered a decline of ^s. 151,60 per cent as compared 
to the data pertaining to the year 1981, when compared to 
the figure pertaining to the previous year, the amount per 
account of direct advances and number of accounts also declined 
by 54,52 per cent and 136.30 per cent respectively during 
1982. But advances per branch increased to Rs. 26.32 lakhs 
or by 155.78 per cent. 
An analysis of purpose-wise advances of this bank during 
the year 1977 indicates from Table 5 that about 65.73 per cent 
of the total direct advances were given to agricultural 
sector, mainly to small and marginal farmers and landless 
labourers; and 34.27 per cent was provided to cottage industries, 
A slight change in the pattern of advances may be noticed in the 
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year 1978/ when the share of cottage industries stood at 
39.13 per cent of direct advances. However, the proportion 
of direct advances to agriculture went up at 69.93 per cent 
in 1979/ leaving only 28.53 per cent of the total advances to 
cottage industries. This bank for the first time extended 
1.54 per cent of total direct advances for consumption loans. 
During the year 1980/ advances to agricultural sector as a 
percentage of total direct advances went down to 63.32 per cent/ 
leaving 34,49 per cent for cottage industries. The remaining 
2,19 per cent of direct advances went for consximption loans. 
In the year 1981, a major portion of the direct advances/ i.e., 
64.48 per cent was given to agricultural sector. The rest/ 
i.e./ 35.52 per cent of the total direct advances was provided 
to cottage industries. Similarly, during the year 1982/ this 
bank gave 68.86 per cent of the direct advances to the agri-
cultural sector, mainly to small and marginal farmers/ and 
31.14 per cent was provided to cottage industries. It is 
noteworthy that the bank did also provide consximption loans 
during the years 1981 and 1982. 
4. Sultanpur Kshetriya Gramin Bank, Sultanpur. 
Sultanpur Kshetriya Gramin Bank, Sultanpur, was estab-
lished on 8th February, 1977. 
At the end of December 1977, the direct advances disbursed 
1 Data pertaining to the growth of the direct and indirect 
advances, has been given in Appendix III-F. 
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by this bank amounted to Rs. 19.00 lakhs spread over 1,895 
borrowal accounts. On an average amount per account of 
direct advances was Rs. 1#002,64, and amount of advances per 
branch was Rs» 1«46 lakhs. During the year 1978, the total 
direct advances grew to Rs. 92.96 lakhs or by 389.26 per cent. 
The nximber of borrowal accounts also increased to 7,351 or 
by 287.92 per cent with the result that advance per account 
and advances per branch also increased to Rs. 1,264,59 and 
Rs, 4,23 lakhs, respectively. During the year 1979, direct 
advances increased to Rs. 180,90 lakhs with the borrowal 
accounts touching a figure of 12,788, As a result of such 
changes, amount per account of direct advances rose by 11,86 
per cent and total advances per branch also increased to 
Rs, 5.85 lakhs. This bank for the first time extended Rs. 0,44 
lakhs (or 0,24 per cent of the total advances) as indirect 
advances. However, during the year 1980, direct advances grew 
to Rs, 247,07 or by 36.58 per cent. The total number of borrowal 
accounts also increased by 19.06 per cent. The average amount 
per account of direct advances increased by 15.56 per cent, 
and total advances per branch also increased from Rs. 5.85 
lakhs in 1979 to Rs. 7.78 lakhs in 1980. Again, the indirect 
advances during the year disbursed by this bank amounted to 
Rs. 1.83 lakhs (or 0.74 per cent of the total advances).During 
the year 1981 the total advances increased to Rs. 566.69 
lakhs or by 129.36 per cent. As there is no mention of the 
indirect advances pertaining to the year (1981), it may be 
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inferred that the bank administered only direct advances 
in 1981. The borrowal accounts of direct advances also 
increased to 27/586 or by 73.21 per cent. The average amount 
per account and advances per branch also went up to Rs. 
2,054.00 and Rs, 12.88 lakhs respectively. During the year 
1982/ the direct advances or total advances grew to Rs. 751.26 
lafchs with the borrowal accounts touching a figure of 36/190. 
The average amount per account and advances per branch of the 
total advances also increased to Rs. 2,076.00 and Rs, 14.45 
lakhs respectively. 
The pattern of purpose-wise advances of this bank as shown 
in Table 6/ reveals that during the year 1977/ 44.63 per cent 
of direct advances was given to small and marginal farmers 
in the agricultural sector; while the remaining 55,37 per cent 
went to cottage industries in the district. During the year 
1978/ there has been a slight change in share of the agri-
cultural sector in the total direct advances: While 47.95 
per cent went to agriculture as much as 52.05 per cent was 
made available to cottage industries. In the year 1979/ a 
major change in the pattern of advances took place while 
direct advances to agriculture formed 55,96 per cent of the 
total, cottage industries in this respect accounted for 38,20 
per cent of the total. 
The bank for the first time extended 5,87 per cent of 
the total direct advances as consximption loans. It may be 
235 
discerned that the year 1980^ there was not major change in 
the pattern of advances: 56.24 per cent was provided to the 
agri-cultural sector and 38.58 per cent was shared by cottage 
industries. Further, this bank extended 5.18 per cent of the 
total direct advances as consumption loans. In the year 1981, 
the bank provided only 43.51 per cent of the total direct 
advances to agriculture. As much as 56.49 per cent went to 
cottage industries. This has been higher than the previous 
year's total. During the year 1982, this bank provided 39.00 
per cent advance to agricultural sector of the total direct 
advances; and, as much as 61.00 per cent went to cottage 
industries which was higher than the amount administered 
during the year 1981. 
5 . Shravasthl Gramin Bank, Bahraich. 
Shravasthi Gramin Bank, Bahraich, came into operation on 
March 4, 1980, 
During the years 1980 and 1981, direct advances'^ granted 
by this bank increased in 1981 by 2,980.93 per cent, and the 
niimber of borrowal accounts also went up by 1,241,32 per cent. 
The amount per account of direct advances increased from 
Rs. 1,538.92 to Rs. 2,952.00 registering an increase of 98.81 
per cent. Advances per branch increased by about more than 
six times when they stood at Rs. 2.91 lakhs in 1981. 
1 Data pertaining to the growth of the direct and indirect 
advances, has been given in Appendix III-G. 
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During the year 1982, there has been a slackening change 
in the rates of growth of advances. Thus, the total advances 
comprising direct advances rose only by 170.30 per cent and the 
total number of borrowal accounts went up by 215.24 per cent. 
As compared to the data quoted above, there has been a mild 
increase of 14.26 per cent in the amount per account of direct 
advances in 1982. Likewise, amount per branch also increased 
to Rs. 3.85 lakhs during 1982 again in figure of Rs. 2.91 
lakhs in 1981. 
An analysis of the purpose-wise advances of this bank 
indicates from table 7 that 23.35 per cent of the total direct 
advances were given to small and marginal fanners, the cottage 
indus,tries claiming 76.65 per cent of the total. The year 1981 
witnessed changes in the pattern of advances: 45.90 per cent 
of the total direct advances went to agricultural sector, 
and only 54.10 per cent were provided to cottage industries 
during the year. 
6. Kashi Gramin Bank, Varanasi 
The Kashi Gramin Bank, Varanasi, came into existence on 
July 28, 1980, with two branches in Eastern region of Uttar 
Pradesh. 
During the year 1980, the direct advances disbursed by 
this bank amounted to Rs. 2.05 lakhs spread over 90 borrowal 
1 Data pertaining to the growth of the direct and indirect 
advances, has been given in Appendix III-H. 
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accounts. Average amount per borrowal account and advances 
per branch came to Rs. 2,227,77 and Rs. 1.02 lakhs respectively, 
During the year 1981, there has been a major change in the 
advances granted by this bank. The data indicate that the 
direct advances increased to Rs. 25.45 lakhs or by 1^146.46 
per cent over the previous year's figure. Thus, the direct 
advances came to 98.64 per cent of the total advances spread 
over 1,164 borrowal accounts. This bank for the first time 
provided indirect advances which amounted to Rs. 0.35 lakhs 
(or 0,24 per cent) of the total advances. As a result of such 
changes the average amount per borrowal account increased by 
1.86 per cent and advances per branch to Rs. 1.29 lakhs. During 
the year 1982, direct advances provided by this bank amounted 
to Rs. 89.86 lakhs or 98,00 per cent of the total direct 
advances spread over a total of 3,764 borrowal accounts. The 
average amount per borrowal account and advances per branch 
also went up: average amount per borrowal account increasing 
by 9,04 per cent and advances per branch touched a figure of 
Rs. 2,28 lakhs. The indirect advances disbursed by this bank 
amounted to Rs. 1,56 lakhs (or 2,00 per cent) of the total 
advances, 
The pattern of purpose-wise advances of this bank shown 
in Table 8 reveals that during the year 1980, 80,49 per cent 
of the direct advances were given to small and marginal farmers 
and the remaining 19,51 per cent to cottage industries. During 
240 
the year 1981, there has been a swing in favour of the agri-
cultural sector when it claimed 89.82 per cent of the total 
direct advances leaving 10.18 per cent for the cottage industries. 
During the year 1982, there has been a slight change in the 
pattern of advances when cottage industries received 70.00 
per cent of the total direct advances and the agricultural 
sector received and the remaining 30.0 per cent of the total. 
7. Basti Gramin Bank, Basti. 
Basti Gramin Bank, Basti, came into existence on August 1, 
1980, with only one branch. 
It may be discerned that the direct advances granted by 
t h i s bank in 1980 amounted to Rs. 18.26 lakhs , i . e . , 90.50 
per cent of all advances; while indirect advances accounted 
for 0.50 per cent only. The bank distributed its direct 
advances through 463 borrowal accounts. The average amount 
per account of direct advances and total advances per branch 
during the year 1980 amounted to Rs, 3,947.84 and Rs. 18.35 
lakhs respectively. During the year 1981, the total advances 
grew by 191.12 per cent registering a higher rate or increase 
both in case of direct advances as well as indirect advances. 
Thus, while the direct advances formed 94.84 of the total per 
cent, 3.16 per cent was approprotioned by the indirect advances. 
The borrowal accounts of direct advances also increased by 
191.58 per cent. Similarly, average amount per account of direct 
1 Data pertaining to the growth of the direct and indirect 
advances has been given in Appendix III-I. 
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advances and advances per branch also increased to Rs. 3,831.85 
and Rs. 26.71 lakhs respectively. There has been a major change 
in the direct advances or total advances during the year 1982 
when they increased to Rs. 128.08 lakh or by 147.80 per cent 
over the last year's total. The number of borrowal accounts 
also increased to 5,522. The average amount per borrowal account 
and advances per branch also increased to Rs. 2,319.44 (or by 
39.47 per cent) and Rs. 31.23 lakhs, respectively. 
An analysis of purpose-wise advances of this bank indicates 
from Table 9 that 25.03 per cent of total direct advances were 
given to small and marginal farmers in the agricultural sector, 
the rest, i.e., 74.97 per cent of the total advances went to 
the cottage industries which, it may be argued, must also 
continue to receive priority. Moreover, in the year 1981, 
there has been a major change in the pattern of advances when 
71.56 per cent of the total direct advances went to the agricul-
tural sector and cottage industries accounted only for 28.44 
per cent of the total direct advances, which has been lower 
than the previous year. 
8. Allahabad Kshetriya Gramin Bank, Allahabad. 
The Allahabad Kshetriya Gramin Bank, Allahabad, came into 
operation on August 23, 1980, with only one branch. 
During 1981, the bank provided direct advances (total 
1 Data pertaining to the growth of the direct and indirect 
advances has been given in Appendix III-J. 
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advances) amounting to Rs. 4.58 lakhs with 140 borrowal 
accounts. The amount per borrowal account and advances per 
branch amounted to Rs. 3,264.00 and Rs. 0.38 lakhs, respecti-
vely. It may be noted that during 1982, there has been a 
major progress in advances of this bank. The direct advances 
increased by 1,554.42 per cent and the number of borrowal 
accounts receiving direct advances also went Up by 1,865.71 
per cent. The average amount per borrowal account and 
advances per branch also went upto Rs.2,742.00 (by 16.00 per 
cent) and Rs, 2.70 lakhs (or by 610.52 per cent), respectively. 
An analysis of purpose-wise advances of this bank snown 
in Table 10 reveals that during 1981 the bank provided a 
major part of the total direct advances — 92.14 per cent to 
cottage industries and the remaining 7.86 per cent to small and 
marginal farmers. In the year 1982, there has been some change 
ih the advances of this bank when it provided 31.45 per cent 
of the total direct advances to agricultural sector which was 
higher than the previous year. Thus, only 68.55 per cent of 
the total direct advances was given to cottage industries 
during the year. 
9. Pratapgarh Kshetriya Gramin Bank, Pratapgarh. 
Pratapgarh Kshetriya Gramin Bank, Pratapgarh, was estab-
lished on August 25, 1980, 
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At the end of December 1980, the direct advances dis-
bursed by this bank amounted to Rs. 0.21 lakhs spread over 8 
borrowal accounts. Average amount per borrowal account of 
direct advances has been Rs. 2,625.00. However, during the 
year 1981, there has been a major change in the pattern of 
advances. The data indicate that the direct advances increased 
to Rs. 7,20 lakhs (or by 2,328.57 per cent) with the borrowal 
accounts touching a figure of 352.0. This means that there 
has been a 4,300 per cent growth in the member of accounts. The 
average amount per borrowal account also went up by 22.0 per 
cent touched a figure of 185.71 per cent. During the year 1982 
also, there has been a major change in the pattern of direct 
advances showing a 1,434.30 per cent increase. The number of 
borrowal accounts also increased by 1,039.77 per cent when 
these stood at 4,012. The average amount of direct advances 
increased by 34.00 per cent. Amount per branch also went 
up by 458.34 per cent. 
Data pertaining to purposewise advances of this bank 
have been given in Table 11. The analysis reveals that 
during the year 1980, the bank provided direct advances to 
only cottage industries amounting to Rs. 0,21 lakhs with 8 
borrowal accounts sharing the total. The agricultural 
advances for the first time, were provided by this bank. The 
bank administered 80.00 per cent of the total direct advances 
1 Data pertaining to the growth of the direct and indirect 
advances, has been given in Appendix ILI-K. 
247 
to small and marginal farmers and 20.0 per cent advances 
to the cottage entrepreneures during the year 1981. But in 
1982, cottage industries secured a higher percentage of 
advances when they claimed 74.84 per cent of the total direct 
advances. The bank thus extended only 25.16 per cent of the 
advances to the agricultural sector, whose share fell by 
68.55 per cent over the preSvious year's figure. 
10. Falzabad Kshetriya Gramin Bank, Faizabad. 
Faizabad Kshetriya Gramin Bank, Faizabad, came into 
existence on September 5, 1980. - . 
During the year 1980, the bank provided direct advances. 
Thus the total advances extended by the bank amounted to 
Rs. 1.15 lakhs with a total of 53 borrowal accounts. There 
has been a major change in the pattern of direct advances during 
the year 1981, indicating that direct advances increased by 
525.21 per cent (or to Rs. 7.19 lakhs). The borrowal accounts 
also increased to 328. The amount per borrowal account and 
advances per branch also fell down by Rs, 2,149.00 and Rs. 0.78 
lakhs, respectively. In the year 1982, there has been a major 
change in the pattern of total advances. The direct advances 
or total advances has increased by 511,26 per cent spread 
over 1,669 borrowal accounts. The amount per borrowal account 
1 Data pertaining to the growth of the direct and indirect 
advances, has been given in Appendix III-L. 
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and advances per branch has also went upto Rs. 1,669 (by 
408.84 per cent) and Rs. 1.63 lakhs (or by 109.00 pere cent) 
respectively. 
The data concerning purpose-wise advances of this bank 
given in Table 12 reveal that the major part of the total 
direct advances were given to cottage industries (93.92 per 
cent);while only 6.08 per cent of the total direct advances 
went to small and marginal farmers in the agricultural sector. 
During the year 1981, this bank accorded high priority to cottage 
industries than the agricultural sector providing 79.42 
per cent to cottage industries and the remaining 20.56 per 
cent to the agricultural sector. In the year 1982, there has 
been a slight change in the pattern of purpose-wise advances, 
when the bank give 22,12 per cent of total direct advances to 
the agricultural sector which was higher than the previous 
year; and 77.88 per cent to the cottage industries. 
11. Devi Patan Kshetriya Gramin Bank, Gonda. 
The Devi Patan Kshetriya Gramin Bank, Gonda, was estab-
lished on January 17, 1981. 
During the year 1981, the direct advances as well as 
total advances amounted to Rs. 13.58 lakhs with a total of 
752 borrowal accounts. The average amount per borrowal account 
1 Data pertaining to the growth of the direct and indirect 
advances, has been given in Appendix III-M. 
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and advances per branch amounted to Rs. 1,806.00 and Rs. 2.26 
lakhS/ respectively. In the year 1982, there has been a major 
change in the pattern of the direct advances extended by this 
bank. The direct advances increased by 397.28 per cent (or 
Rs. 67.53 lakhs) and the borrov/al accounts of the direct 
advances also gone upto 2,476 (or by 299.26 per cent). The 
average amount per borrowal account and advances per branch 
has also went up to Rs. 2,727.00 and Rs. 3.07 lakh respectively, 
An analysis of purpose-wise advances extended by this bank 
is given in table 13. During the year 1981, this bank provided 
a major part of the total direct advances, i.e., 61.86 per cent 
to cottage industries, while only 38.14 per cent were given to 
the small and marginal farmers. In the year 1982, 58.58 per 
cent of the total advances went to the agricultural sector, 
which was higher than the previous year's total. Only 41.42 
per cent of the total direct advances were given to the cottage 
industries during the year. 
12. Qomti Gramin Bank, Jaunpur. 
The Gomti Gramin Bank, Jaunpur, came into existence on 
March 30, 1981. 
The pattern of direct advances of this bank indicate that 
during the year 1981, the direct advances (as well as total 
1 Data pertaining tt> the growth of the direct and indirect 
advances, has been given in Appendix iil-N. 
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advances) provided by this bank amounted to Rs. 5.67 lakhs 
spread over a total of 269 borrowal accounts. The average 
amount per borrowal account and advances per branch amounted 
to Rs. 2,108.00 and Rs. 0,57 lakhs respectively. In the year 
1982, there has been an increase in the direct advances 
extended by this bank. The direct advances increased by 
1,645.68 per cent (or Rs. 98.98 lakhs), spread over 4,409 
borrowal accounts. The average, amount per borrowal account 
and advances per branch also went up by 6.50 per cent and 
333.33 per cent respectively. 
The data pertaining to purpose-wise advances of this 
bank, shown in Table 14, indicate that the major part of 
the total direct advances has been given to cottage industries 
(66.84 per cent). The share of small and marginal farmers 
stood at only 33.16 per cent of the total. But there has 
been a slight change in the pattern of advances of this bank 
in the year 1982. Cottage industries approportioned 53.58 
per cent of the total direct advances which has been lower 
than the previous year's amount; 46.42 per cent went to the 
agricultural sector. This means that this bank has shown 
much interest in giving advances to the agricultural sector 
during the year 1982. 
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REGIONAL RURAL BANKS AND PATTERN OF ADVANCES 
An analysis of advances extended by 12 Regional Rural 
Banks in Eastern region of Uttar Pradesh, suggests that there 
have been wide spread variations in the performance of indi-
vidual banks. It is felt that a critical and analytical study 
of these banks is essential. It must be undertaken by select-
ing certain indicators as a basis of comparisons. The performance 
of individual Regional Rural Banks should be compared with the 
provincial and All-India comparative data. We have attempted 
to do so by selecting 1982 data for the purpose. Moreover, the 
following criteria have been selected for comparative study: 
1. Number of operating branches. 
2. Amount of total deposits. 
3. Average amount of deposits per branch. 
41 Total niomber of deposit accounts. 
5. Amount of total disbursements. 
6. Average amount of disbursements per branch. 
7. Total niomber of disbursement accounts. 
8. Advance-deposit ratio as measured by the amount of 
total advances to the amount of total deposits. 
9. Disbursement directly to 'small and marginal farmers 
and agricultural labourers' as percentage of total 
disbursement. 
10. Direct disbursements to 'cottage industries' as a 
percentage of total disbursements. 
The choice of the criteria has been based on the avai-
lability of data and considerations of variable for which 
targets were set (formally or informally) by the Government 
of India. 
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The comparative performance of 12 Regional Rural Banks 
in Eastern Uttar Pradesh and average figures for relevant 
indicators for selected comparison groups of Regional Rural 
Banks are presented in Appendix III-O. 
It will be seen from this table that the average amount 
of advance per branch, average amount of deposit per branch, 
advance deposit ratio, etc., have been found to present a 
better picture in Eastern Uttar Pradesh than the respective 
averages for all RRBs in the whole of Uttar Pradesh. They 
have even exceeded the average of all-India Regional Rural 
Banks in the matter of deposit mobilisation and advances to 
cottage industries. 
Each Regional Rural Bank in Eastern region of Uttar 
Pradesh has been ranked each in terms of the ten criteria 
(listed earlier). The relevant data are self-explanatory. 
Thus, for example, we can see from the data given in Appendix 
III* that the Gorakhpur Kshetriya Gramin Bank, Gorakhpur, 
ranked first in the matter of operating maximum number of 
branches (124) at the end of December, 1982, The average 
of operating branches for all the 124 Regional Rural Banks 
operating in the country at the end of the same year was 42. 
The second to rank in this respect is Samyut Kshetriya Gramin 
Bank, Azamgarh, which operated with 100 branches in the same 
year. This criterion is adopted elsewhere also for listing 
the various banks under the ranking procedure. 
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However, it may be seen that the performance of these 
banks in Eastern Uttar Pradesh has been pretty uneven using 
these ten criteria. There are wide variations in the per-
formance of various banks in these respects, as judged by their 
variance around the mean value. Based on statistical per-
formance of these banks,some of these can be classified as 
'highly successful' and some others 'not successful*, we now 
undertake a further exercise for identifying'more successful' 
Regional Rural Banks. 
We have selected a set of six specific tests to be applied 
simultaneously to the performance of each bank in Eastern 
Uttar Pradesh to identify the 'highly successful' RRBs. We 
define 'more successful' banks as those whose performance was 
consistently 'better than the average' at the end of December 
1982< or at least in the light of the three out of the follow-
ing six tests: 
1. Number of operating branches must be more than the 
All-India average of 42 branches. 
2. Amount of deposits must be more than the average amount 
of deposits for '124 Regional Rural Banks operating in 
India' (i»e., above Rs, 465.32 lakhs). 
3. Average amount of advances must be above the comparable 
average per bank for the 124 RRBs in India (i.e., above 
Rs. 404.84 lakhs). 
4. Percentage of advance in deposit must be above the 
corresponding average percentage for the 124 banks in 
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India (121.00). 
5. Number of deposit accounts (used as proxy for the 
number of individuals holding deposits) must be above 
the corresponding average for 124 banks in India 
(43,566.30) . 
6. The number of the total operating advances' accounts 
(again used as a proxy for the number of individual 
beneficiaries) must be above the corresponding average 
for the 124 banks in India (23,136.13). 
Applying these six tests to the data given in Appendix 
(III-P to III-T), we find that none of these banks met all these 
six tests simultaneously. However, three banks, viz., the 
Gorakhpur Kshetriya Gramin Bank, Gorakhpur (meeting the five 
tests out of six tests), the Samyut Kshetriya Gramin Bank, 
Azamgarh (fulfilling three tests out of the six tests) and the 
Ballia Kshetriya Gramin Bank, Ballia (meeting four tests out of 
the six tests), performed comparatively better. Thus, their 
performance may be classified as outstanding among the 12 Regional 
Banks in Eastern Uttar Pradesh. The performance of other 9 
banks has been comparatively poor. 
Impact Of Rural Banking On The 
Development Of Cottage Industries In 
Eastern Uttar Pradesh 
Chapter VI 
IMPACT OP RURAL BANKING ON THE DEVELOPMENT OP 
COTTAGE INDUSTRIES IN EASTERN UTTAR PRADESH 
According to 1981 Census• nearly four of our every five 
Indians live in the rural areas and within the rural India 
itself, five out of every six are dependent on agriculture. 
Agriculture along with its allied activities contributes 40.8 
per cent to national income. It provides vital raw materials 
to agro-based industries like cotton, jute, sugar and edible 
oils, etc. Thus, rural India and particularly agriculture is 
the backbone of the Indian economy. Thus, "India is essentially 
rural India, and rural India is virtually the cultivator, the 
village handi-craftsman and the agricultural labourer." 
The Sixth Pive-Year Plan (1980-85) observes: "The aim of 
the Sixth Plan is to secure high rate of rural credit expansion 
to serve the productive needs of all, with priority being given 
2 
to the credit needs of various economic groups among the poor." 
Nationalization of 14 major scheduled commercial banks on 
1 Reserve Bank of India, Bombay, Committee of Direction of the 
All-India Rural Credit Survey Report, Vol.11, 1954, p.5. 
2 Planning Commission, Government of India, Sixth Five Year 
Plan (1980-85), New Delhi, p.17. 
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July 19, 1969, marked the turning point of Indian banking 
history. The seventies witnessed a huge geographical expan-
sion and functional change with a distinct bias towards rural 
banking. 
A few indicators of growth are given below in Table 1: 
Table 1 
SELECTED INDICATORS OF BANKING SYSTEM 
(Rs.in crores) 
S.NO. Description June 1969 
March 
1983 
1. 
4. 
5, 
6, 
No. of Branches 
Of which; 
a) Rural 
b) Share of Rural Branches 
Aggregate Deposits 
Of which: 
a) Rural 
b) Share of Rural Deposits (%) 
Total credit 
Of which: 
a) Rxiral 
b) Share of rural credit (%) 
Credit-Deposit Ratio (%) 
Rural Credit-Deposit Ratio 
Share of Priofity Sectors in 
Total Credit [%) : 
a) Agriculture 
b) Small Scale Industries 
c) Other priority Sector 
TOTAL 
8,262 41,317 
1,860 
22.3 
4,665 
145 
3.11 
3,609 
54 
1.50 
77.36 
37.24 
5 
8 
1 
14 
22,618 
53.8 
46,413 
(June, 1982) 
6,464 
13.90 
31,082 
(Jvine, 1982) 
3,792 
12.20 
66.96 
57.12 
(Dec.1982) 
15 
13 
7 
5^ 
1 On 15th Apr i l , 1980, s ix more p r i v a t e commercial banks 
were na t iona l i s ed . 
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7 . No. of Depos i t Accounts ("OOO) 49,236 1,45,027 
(Dec. 1974) (June,1981) 
8. NO. of Credit Accouhts ('000) 4,340 20,747 
(Dec. 1974) (Jxine,1981) 
source; i) Syndicate Bank, Pigmy Economic Review, Munipal, 
Vol. 29, No.6, January, 1984, p.3. 
ii) Reserve Bank of India, Bombay, Report on Currency 
and Finance, Vol. I, 1982-83, p.151. 
The above data reveal that between June, 1969, and March 
1983, banking structure of the country got enlarged due to 
the opening of 33,055 branches: More than 53 per cent branches 
were in rural areas. Consequently, the share of rural branches 
in the total branch network increased from 22,2 per cent in 
June, 1969, to 53.8 per cent at the end of March, 1983, opening 
up vast opportunities for rural banking and development. 
Deposits of commercial banks increased by 995.92 per cent and 
credit by 861.21 per cent during the same period. Deposits 
as a percentage of national income increased from 15.5 in 1969 
to 36.5 at the end of March, 1981. Deposits mobilised by the 
rural branches of the commercial banks aggregated to Rs. 6,464 
crores at the end of June, 1982, accountifag for 13.90 per cent 
of the total deposits. These funds have been hitherto largely 
wasted away in the absence of efficient savings media like the 
bank branches. Deposit accounts increased from 492.63 lakhs 
1 Government of India, India 1983, A Reference Annual, 
Ministry of Information and Broadcasting, New Delhi, p.202 
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in 1974 to 1,450.27 lakhs (or by 292.58 per cent) at the end 
of June, 1981 and credit accounts also increased from 43.40 
lakhs to 207,47 lakhs (or by 478.04 per cent) during the 
same period.The share of the priority sectors in credit, went 
up to 14 per cent in June, 1969, to 35 per cent in December, 
1982. 
Thus, commercial banks have been playing a prominent role 
in India's rural development. Pertaining to the growth of resour-
ces, remarkable suitability and organisational soundness of the 
banking systCTi, prevailed the Government both at the centre and 
in the States to assign increasing responsibilities to the 
bankers. .Banks were increasingly involved in a number of 
socio-economic reforms like lending at low rates of interest to 
the weaker sections, preparation of district credit plans, 
searching the small borrowers, satisfying them about the 
advantages of bank credit and advancing them, providing help 
at the time of need to a large number of sick and uneconomic 
units, etc. For solving the unemployment problems and almost 
every considerable credit problem, bank finances came to 
remedy the socio-econc»nic ills in the country. 
The Regional Rural Banks were set up mainly to help small 
and marginal farmers, agricultural labourers, small entrepreneurs 
and rural artisans. The setting up of these banks is definitely 
1 "They were launched with a view to developing acural economy 
by providing for the purpose of the development of agricul-
ture, trade, commerce, industry and other productive activi-
ties in rural areas". Government of India, Ministry of Law, 
Justice and Company Affairs, Regional Rural Banks Act, 1976, 
p.l. 
262 
a remarkable feature of the country's banking policies parti-
cularly on two important considerations: 
(1) In the recent past rapid branch expansion took place in 
rural areas, but the demand for rural credit still remained 
largely unsatisfied. The rural poor have not been able to 
reap the benefits of bank credit to the desired extent, 
because of their inability to satisfy the credit worthiness 
norm tn banking parlance, and (2) the importance of rural 
poverty continues to remain sizeable/ although the country 
is tizcned to plan economic development. At the time of 
beginning of the Sixth Pive-Year Plan, the percentage of per-
sons below the poverty line in rural areas was 50.82. 
The reasons for continued poverty in India's jniral areas, 
have been varied and deep rooted. But notable of these, are 
the low level of productivity of assets, and Lack of a smooth 
credit structure. Thus, if the country has to fill up the 
expanding credit gap in rural areas, the setting up of more 
and more of new branches of Regional Rural Banks must be 
considered desirable. 
The Regional Rural Banks, therefore, in Eastern Uttar 
Pradesh too have been designated to serve the objectives of 
rural development by helping such rural producers and artisans, 
who have not been able to meet their total financial requirements 
1 Planning Commission, Government of India, Sixth Five Year 
Plan (1980-85), New Delhi, op.cit., p.51. 
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from the existing rural financial institutions, namely, 
the cooperatives and the commercial banks. 
The Regiohal Rural Banks are expected to serve as a 
potentially useful instrument in contributing to the goal 
of prcanoting economic growth with social justice in rural 
India. By providing productive finance (and possibly all other 
banking facilities as well as arranging for some other non-
banking facilities) to the weaker sections of the society, 
these banks can provide them with new means of improving 
their economic lot, as well as of the local economy to which 
they belong. 
The Working of the Regional Rural Banks : 
An Assessment 
An analysis of the actual working of the Regional Rural 
Banks in Eastern region of Uttar Pradesh would reveal that 
they have, in fact, been working largely for the social objectives 
for which they were set-up. 
We now propose to discuss the notable participation of 
Regional Rural Banks in the development of rural economy in 
Eastern Uttar Pradesh. The following parameters are selected: 
1. Branch expansion. 
2* Mobilisation of deposits. 
3. Increase in the number of deposits accounts. 
4. Increase in the nximber of accounts of direct advances. 
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5. Direct advances provided to the cottage industries 
in particular and the agricultural sector in 
general. 
6. Advance-deposit ratio. 
The data concerning the above, have been sxirnmarised in table 2. 
Data given in Table 2 reveal that: 
1. In Eastern Uttar Pradesh, the number of branches jumped 
from 41 in 1976 to 598 in 1982. The highest increase was in 
1977, recording a growth rate of 153.66 per cent over the 
previous year. The year 1980 witnessed a slow branch expansion, 
In this year, the percentage increase over the previous year, 
was only 19.47. 
2. Deposits of Regional Rural Banks have also shown a tremen-
dous increase from Rs. 143.97 lakhs in 1976 to Rs. 7,230.91 
lakhs in 1982. The highest increase in deposit was in the 
year 1977, when they registered a remarkable increase by 
247.34 per cent over the data for 1976. 
3. The number of deposits accounts during the year 1976 and 
1982 have also registered a remarkable increase. The number of 
deposits accounts from 22,883 in 1976 increased to 6,77,626 in 
1982. The highest number of accounts increase was during the 
year 1977, registering a 193.94 per cent growth. 
4. The number of accounts of direct advances have also 
registered a considerable increase from 21,063 in 1976 to 
3,49,537 in 1982. The highest percentage increase in 1978 was 
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153,63 per cent as against the increase of 117.09 per cent 
in 1977. 
5. Direct advances rose from Rs. 116.84 lakhs in 1976 to 
Rs. 5,172.88 lakhs in 1982. The highest increase in direct 
advances in 1978 was 194.46 per cent as against 123.20 per 
cent in 1981. Direct advances to cottage indxistries increased 
from 25,73 per cent of the total direct advances in 1976 to 
33.52 per cent in 1982; whereas direct advances to agricultural 
sector have registered a declining trend. Prom 74.27 per cent 
of the total direct advances in 1976# they came down to 66.48 
per cent in 1982. 
6. The advance-deposit ratio ,frcxn 1:1.23 in 1976 declined 
slightly to 1:1.39 in 1982. This shows that these banks have 
been utilising lesser amount of deposits in their finances. 
Further this trend is discernable throughout the duration of 
the year 1982. 
This is likely to hold true for a majority of other 
Regional Rural BanJcs as well. The Regional Rural Banks resorted 
mainly to direct financing of the weaker sections of the agro-
rural society. Deposit mobilisation as well as identification 
of eligible borrowers* helped in improving their economic 
lots. Most of the small and marginal farmers and agricultural 
landless, especially most of the cottage entrepreneurs and 
others belonging to weaker sections who were helped by the 
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Regional Rural Banks, belonged to the category who were found 
failing to obtain credit from other existing sources of insti-
tutional finance. The Regional Rural Banks may be described 
as "poor villagers* bank". Though failing to achieve financial 
viability and Government of India's targets, these banks in 
terms of selected indicators of business has been doing much 
better in terms of increase over their previous years* performance. 
From the general discussion, we have attempted on the 
loans and advances granted by these banks, it can be easily 
argued that a given additional amount of loan to any section 
of rural/village society in Eastern Uttar Pradesh must have 
gone to a profitable proposition. Granting of loans at an 
increasing rate and to a larger ntunnber of borrowers of the 
agro-rural society, may be an index of favourable effect on the 
rural economy. We have already examined the effect of the 
functioning of these Regional Rural Banks on the rxoral economy 
of Eastern Uttar Pradesh, in Chapter V. 
Impact On Cottage Industries 
The process of indxistrialisation in the Eastern region 
of Uttar Pradesh started with the advent of econcanic planning 
in Uttar Pradesh. With increased investment in transport, 
electricity and other infrastructural facilities, the entre-
preneurs in the Uttar Pradesh too could give opportunity to 
avail of the expanding services to help diversify their indus-
trial activities. 
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The Regional Rural Banks have not only given a positive 
encouragement to the cottage industries in the irural areas 
of the region* but have also contributed to the creation 
of a congenial atmosphere for their rapid and sustained 
development. The social and economic viability of the rural 
professionals and entrepreneurs is revitalised with the 
emergence and set up of these banks in rural Eastern Uttar 
Pradesh as well. The banks introduced from the very start a 
liberalised scheme of financial assistance benefitting cottage 
units. Under this scheme, the banks responded well to the 
growing needs of cottage industries' units in Eastern Uttar 
2 
Pradesh by providing financial facilities on liberal terms. 
The scheme operated by the RRBs aims at financing cottage 
industries, right from the stage of purchase of raw materials 
to the stage of marketing. These banks have also been granting 
financial assistance by covering qualified rural entrepreneurs, 
which might be thinking of setting up cottage industries, but 
who lack the necessary financial resources of their own for 
providing owner's share of equity capital. 
One of the measiores of examining the impact of Regional 
Rural Banks on the development of rural economy in the Eastern 
region of uttar Pradesh may be volxime of advances granted by 
1 The Economic Times, New Delhi, Vol. IX, No, 92, Jvaae 26, 
1982, p.II. 
2 Ibid. 
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Table 3 
PURPOSE-WISE ADVANCES OP REGIONAL RURAL BANKS IN 
EASTERN UTTAH PRADESH 
Year 
Cottage Agricultural Total 
Industries advances advances 
1976 
1977 
1978 
1979 
1980 
1981 
30.07 86.77 116.84 
(25.73) (74.27) (100.00) 
104.61 
(33.83) 
283.68 
(31.16) 
345.86 
(26.71) 
433.31 
(26.35) 
1,116.77 
(30.27) 
204.62 
(66.17) 
626.88 
(68.84) 
947.56 
(73.29) 
1,211.16 
(73.65) 
2,573.42 
(69.73) 
309.23 
(100.00) 
910.56 
(100.00) 
1,293.42 
(100.00) 
1,644.47 
(100.00) 
3,690.19 
(100.00) 
1,767.27 3,505.21 5,272.48 
^^^^ (33.52) (66.48) (100.00) 
Figures in brackets show the percentage of total advances. 
Source: Compiled by the Researcher from Table Nos. 1-14 
of Chapter V. 
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these banks to agricultural sectors, i.e., small and marginal 
farmers, landless labourers and cottage industries. It is 
revealed from the data given in table 3 that the amount of 
advances granted by these banks in 1976 to these segments of 
the cottage industries, amounted to Rs, 30.07 lakhs, agriculture 
sharing a major part of the total advances, i.e., Rs. 86.77 
lakhs. A stxidy of the pattern of advances of these banks in 
Eastern Uttar Pradesh for the year*1977, indicates that Only 
33.83 per cent of the total was given to cottage industries 
and the remaining, i.e., 66,17 per cent went to agriculture, 
mainly to small and marginal farmers. During the year 1978, 
the proportion of advances to cottage industries further 
increased when it stood at 31.16 per cent; the remaining 
68.84 per cent went to the agricultural sector. A slackening 
change in the pattern of the advances is discernible. The 
proportion of the advances of cottage industries increased by 
26.71 per cent, enhancing the share of agriculture in total 
advances, at 73.29 per cent during the year 1979. In 1980, no 
cnahge in the pattern of advances is noticed. A major change 
in the advances is noticed again in 1981, when the advances to 
cottage industries increased at 30.27 per cent, while the 
agricultural advances touched a figure of 69.73 per cent of the 
total advances. Moreover, the propoirtion of advances to cottage 
industries increased further amounting to Rs. 1,767.27 lakhs, 
i.e., 33.52 per cent of the total, agriculture sharing 66,48 
per cent of the total for the year 1982. Thus, it appears 
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that the Regional Rural Banks have begun to show some encourag-
ing results in financing the weaker sections of the rural 
society. They have, thus, played a very useful role in moving 
towards filling the big credit gap that existed within the 
present institutional structure of rural credit. 
More important to observe with regard to the disburse-
ments by the Regional Rural Banks in Eastern Uttar Pradesh, is 
the fact that almost all the loans granted by them in Eastern 
Uttar Pradesh went to the specified weaker sections of rural 
society. Broadly speaking, these weaker sections fall into 
two categories? (i) Small and marginal farmers, and agricul-
tural labourers, and (ii) cottage enttepreneurs. 
Thus, the financing activities of these banks in Eastern 
Uttar Pradesh are definitely in line with the objective of 
promoting development with social justice. As the discussion 
in Chapter V reveals, these banks in Eastern Uttar Pradesh 
have begun to make an impact, though still in a small way, on 
iir^ roving the economic lot of the beneficienies especially 
those belonging to the category of 'cottage artisans', hitherto 
almost totally neglected by the existing financial institutions 
including the cooperatives and commercial banks. 
On the basis of financing performance, it may easily be 
deduced that with the establishment of Regional Rural Banks, 
there has been both qualitative and quantitative growth of the 
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agro-rural economy in Eastern Uttar Pradesh, The agricultural 
activities have been augmented on a large scale with the avai-
lability of finances on nominal rate of interest to the small 
and marginal farmers and landless agricultural labourers in 
Eastern Uttar Pradesh. The Regional Rural Banks established 
at the grass root level have been slowly but surely generating 
a silent revolution in the rural economy of the region. 
Impact on over all Socio-economic Welfare 
As discussed earlier the direct finances of the individual 
Regional Rural Bank in Eastern Uttar Pradesh have been going 
to the weaker rural borrowers. Most of these direct advances 
were given for medium term. The medixim term loans advanced by 
these banks in Eastern Uttar Pradesh, were given for the follow-
ing purposes: , 
i) Purchase of bullocks, and camels, 
ii) purchase of camel carts, 
iii) purchase of buffaloes, etc., and 
iv) procuring working capital and fixed capital 
for cottage industries. 
The other major purposes for which loans are being advanced 
by the Regional Rural Banks in Eastern Uttar Pradesh included: 
a) Crop advances, 
b) digging and repairing wells, 
c) tube-wells, 
d) pump-set, 
e) agricultural implements. 
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f) purchasing of seeds and fertilizers, 
g) milch and draft animals to be purchased, 
h) sheep rearing, 
i) gobar gas plant, 
j) land improvement, and 
k) small trading business. 
The use of advances by small farmers and cottage entre-
preneurs for the purchase of above inputs must, have had favou-
rable impact on the development of the region's r^ iral economy 
although we cannot wholly quantify the impact due to non-
segregable nature of the factors. 
The Regional Rural Bank in Eastern Uttar Pradesh have been 
formulating useful schemes for the following five types of 
borrowers, who receive help on standard terms of reference: 
(1) Cottage industries, 
(2) small and marginal farmers, 
(3) self-emj)loyeds, 
(4) retailers and small businessmen, and 
(5) consxunption advances for the purpose of medical 
care and education.! 
However, a careful analysis of the working of each Regional 
Rural Bank in Eastern Uttar Pradesh, reveals that under the 
local conditions the above-mentioned varied purposes represent 
the major objectives for which the weaker sections of the local 
population needed most of the finance and which they were 
1 Apparently fall under non-productive loans, this too indirectly 
add to the productivity of the workers and artists, etc. 
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unable to get adequately and promptly from the existing 
institutional agencies. These advances have^ therefore, made 
a small but perseptible impact on the development of each dis-
trict's economy. For example, the camel carts made available 
to the local population due to the advances made available by 
these banks have in particular helped the development of local 
economy not only by bridging the transportation gaps(for goods 
to be moved from the villages to mandies) but also by giving 
them access to most lucrative market. It further enabled 
them to offer the services to others as well. 
Otoe of the broucheres of a Regional Rural Bank in Eastern 
Uttar Pradesh issued on the occasion of its first aniverssary, 
provides illustrative case studies of some of Its clients, 
e.g., the small shoe maker who shifted to oil extracting with 
the help of an oil extracting machine. Similarly, a shepered 
businessman took to sheep rearing; and the small farmer opted 
for the transport business with the help of these banks advanc-
ing for the purchase of camel carts. The small farmer who could 
afford to purchase a pair of bullocks, could do so after 
receiving help from the Regional Rural Bank. Yet some others 
appreciated the contribution made by the advances received 
from these banks to their personal property and that of their 
family members by being engaged in gainful activities which 
1 The Brouchures was made available by the Directorate of 
Institutional Finance, Lucknow. 
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could have been otherwise the lost opportunities. In the 
ultimate analysis, it may be observed that their per capita 
income went up and their standard of living touched new 
ladders of adequacy. 
Trend Percentages of Nine Regional 
Rural Banks 
1 2 
Trend percentages of the nine Regional Rural Banks 
operating in Eastern Uttar Pradesh/ are sinnrnarised in Table 
4. The trends have been found out by applying the following 
formula: 
Trend Percentage = "^^^"of'SSsfyell^ ^ ^0° 
Property and assets are divided into; 
1. Current Assets, including: 
(a) Cash 
(b) Balance with other banks 
Trend percentages are arrived at by analysing a series 
of financial statements, by determining the trends of 
the data shown in the statements. This method of analysis 
is one of direction — upward or downward — and involves 
the computation of percentage relationship that each 
statement item bears to the same item in the 'base year' 
which may be the earliest year involved in comparison or 
the latest year or any intervening year. Trend percentages, 
or relatives to the base year, emphasise changes in the 
financial operating data from year to year, and make possible 
a horizontal study of the data. It is also known as 
Trend Ratio, 
Allahabad, Ballia, Basti, Faizabad, Gonda, Jaunpur, 
Pratapgarh, Sultanpur and Varanasi. 
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(c) Money at Call and Short Notice. 
(d) Investments 
(e) Advances 
2, Fixed assets, including: 
(a) Furniture and fixtures. 
(to) Other assets, viz., branch adjustment, suspense 
account, interest accrued on advances, and 
s tati on ery, etc. 
The trend percentages for total current assets in 1979 over 
1978 (base year), in 1980, over 1978, in 1981 over 1978 and in 
1982 over 1978, stand at 184.50, 434.11, 1,270.35 and 1,056.04 
respectively. The data reveal that the growth in the total 
current assets of the 9 Regional Rural Banks in Eastern Uttar 
Pradesh, has all along maintained an increasing trend particularly 
during the year 1981, when the total current assets stood at 
Rs. 21,40,53,117 and percentage trend at 1,270.35. The trend 
percentages of these banks in regard to cash registering an 
increasihg trend, stood at 118.45 in 1979 to 619.61 in 1982. 
Balances with other banks also showing high trend percentages 
stood at 2,392.58 during the year 1981 and at 2,001.64 during 
1982. Money at Call and Short Notice showed a figure of 
Rs. 1,58,50,000 (with a trend percentage of 556.13) in 1981 as 
against Rs. 38,00,000 (with a trend percentage of 133.33) in 
1979. Investments of these banks touched the figure of Rg. 60,000 
with a trend percentage of 200.00 in 1981, as against Rg. 30,000 
showing a trend percentage of 100.00 in 1979. Similarly, 1981 
seems to be year of result for the 9 Regional Rural Banks in 
Eastern Uttar Pradesh because their advances stood at Rs. 10,95,45^ 827 
279 
with a trend percentage of 1,226.48 during this year. 
The trend percentages of the total Fixed Assets of these--
banks maintaining an increasing growth, stood at 134.77, 475.61, 
1,181.84 and 3,093.84 during the years 1979, 1980, 1981 and 1982 
respectively. 1981 data for the 9 Regiohal Rural Banks put their 
furniture and fixtures at Rs. 37,86,799 with a trend percentage 
of 1,379.86, Similarly, other assets also registered an increasing 
growth showed a trend percentage of 100.78 in 1979 and 7,462.94 
in 1982. Similarly, property and Assets of the 9 Regional Rural 
Banks operating in Eastern Uttar Pradesh, have also been 
maintaining an increasing trend percentage at 183.86, 435.07, 
1,267.67 and 1,102.78 for the years 1979, 1980, 1981 and 1982 
respectively. 
Capital and Liabilities of the Regional Rural Banks have been 
divided into: 
1. Current Liabilities, including; 
(a) Deposits and other accounts. 
(b) Borrowing from other banking companies. 
(c) Bills payable. 
2. Fixed Liabilities, including: 
(a) Capital 
(b) Reserve Fund and other Reserves 
(c) Other Liabilities, viz., interest accrued on various 
types of deposits at branches, sundary deposits account, 
employees provident fund and job application, etc. 
Thr trend percentages for total Current Liabilities stand 
at 193.38, 351.41, 1,296.50 and 1,024.15 for the years 1979,1980, 
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1981 and 1982 respectively. The data reveal that the growth 
in the total Current Liabilities of the 9 Regional Rural Banks 
in Eastern uttar Pradesh, has been registering an increasing 
trend particularly during 1981, when total Current Liabilities 
stood at Rs. 18,90,39,023 with a trend percentage of 1,296.50. 
Deposits and other accounts showed a total figute of Rs. 
14,18,55,550 (with a trend percentage of 1,281.05) during 1981, 
as against Rs. 13,37,13,383 (trend percentage 1,207.53) during 
1982. During the year 1981, borrowings from other banking 
companies also recorded an increasing trend when these stood at 
Rs. 4,70,87,923 (showing a percentage trend of 1,351.08). 
In 1982, the data for these stood at Rs. 1,50,61,152 and 430.32 
respectively. Bills payable showed a figure of Rs. 6,33,143 
(trend percentage4> 283.2) x,. x982 as against Rs. 95,550 (trend 
per centage: 646.39) in 1981. 
Total Fixed Liabilities of the 9 Regional Rural Banks 
operating in Eastern Uttar Pradesh, have been touching the 
figures of Rg. 26,67,585, Rs. 34,11,745, Rs. 1,83,91,067, 
Rs. 3,69,93,914 and Rs. 3,85,09,082 forthe years 1979, 1980, 1981, 
and 1982 respectively, showing their trend percentages at 
127.90, 689.43, 1,386.79 and 1,446.63 respectively for these 
years. As regards their Reserve Funds, 1981 appears to be year 
of results for these banks. Their growth rate recorded an 
increasing trend percentages at 2,839.13 for the year 1981, 
and 1,848.51 for 1982, Other liabilities also registered an 
281 
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Increasing trend percentages at 966.36, 10,003.10, 21,783.72 
and 37,320.93 for the year 1979, 1980, 1981 and 1982 respec-
tively. Similarly, their total capital in 1981 showed a 
figure of Rs. 2,00,00,000 (trend percentage: 800) in 1982. 
Thus, the total capital and liabilities of these 9 Regional 
Rural Banks have been registering an increasing trend at 
Rs. 3,16,21,964 (1979), Rs. 6,96,55,351 (1980), Rs. 22,60,12,947 
(1981) and Rs. 18,19,16,760 (1982), with their trend percen-
tages stood at 183.26, 403.67, 1,308.64 and 1,089.63 
respectively. 
Current Ratios of 9 Regional Rural 
Banks 
Current ratios of the 9 Regional Rural Banks functioning 
in Eastern Uttar Pradesh shown in table 5, have been found out 
by applying the following formula: 
Current ratio = Current assets 
Current liabilities 
Current ratios of these banks show an increasing growth 
rate at 1.15:1 (1978), 1.10:1 (1979), 1.45:1 (1980), 1.14:1 
1 Current ratio is the most widely used of all analytical 
devices, and is based on the balance sheet. It matches 
the total current assets of the bank to its current 
liabilities. It is also known as working Capital Ratio. 
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(1981)/ and 1.19:1 (1982). 1980 seems to be year of fun-
ctioning results for these banks when their current ratio 
stood at 1.45:1 as against 1.19:1 for 1982. The data reveal 
that the 9 Regional Rural Banks are utilising increasingly 
the refinancing facilities offered by the Reserve Bank of 
India/ National Bank for Agriculture and Rural Development 
(NABARD), and their sponsoring banks in the stipulated pro-
portions to its own deposits. 
Acid Test Ratios of Nine Regional 
Rural Banks 
Table 6 presents the Acid Test Ratio of the 9 Regional 
Rural Banks functioning in Eastern Uttar Pradesh. The ratios 
have been found out by applying the following formula: 
Acid Tsst Ratio = - j : ^ n ' L t l H l k . s 
Liquid Assets, include: 
a) Cash 
b) Balance with other banks 
c) Investments 
1 Acid Test Ratio is concerned with the relationship 
between liquid assets and liquid liabilities to supple-
ment the infommation given by the Current Ratio. It 
is also called Liquid Ratio. 
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Liquid Liabilities, include: 
(a) Borrowings from other banking companies 
(b) Bills payable. 
The data reveal that the Acid Test Ratios of the 9 
Regional Rural Banks stood at 1.44:1, 1.28:1, 2.45:1, 1.88:1 
and 5.01:1 during the year 1978, 1979, 1980, 1981 and 1982 
respectively. Acid Test Ratios for 1982 touched a high figure 
at 5.01:1 as against 2,45:1 for 1980. This means that the 
Liquid Assets for the year 1982 stood in a comfortable position 
after considering the Current Liabilities for the year. 
Debt to Equity Ratio of Nine Regional 
Rural Banks 
Debt to equity ratios of the 9 Regional Rural Banks in 
Eastern Uttar Pradesh are evaluated in Table 7, Debt to 
equity ratios have been found out by applying the following 
formula: 
Debt to Equity Ratio = External Equities 
^ ^ Internal Equities 
External equities, include: 
(a) Borrowings from other banking companies. 
(b) Bills payable. 
1 Debt to Equity ra t io refers to a l l recorded credi tors ' 
claims on assets in order to measure the bank's obligation 
to credi tors in relation to funds provided by the owners. 
I t i s also known as External and Internal Equity Ratio. 
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I n t e r n a l equ i t i e s / inc lude: 
a) Reserve Fund and other r e s e r v e s . 
b) Equity Capital 
The data represent that the debt to equity ratios of 
these banks have been maintaining an increasing growth stood 
at 1.35:1, 2.32:1, 1.09:1, 2,06:1 and 1.09:1 for the years 
1978, 1979, 1980, 1981 and 1982 respectively. Debt to 
equity ratio showed a figure of 2,06:1 in 1981 as against 
2.32:1 in 1979 and 1.35:1 in 1978. 
Return on Capital Employed of Nine 
Regional Rural Banks 
Table 8 represents the Return on Capital Employed of 
the 9 Regional Rural Banks functioning in Eastern Uttar 
Pradesh, The capital employed touched a figure of Rs. 
26,57,666, Rs. 34,11,746, Rs. 2,37,65,925, Rs. 2,96,90,785 
and Rs. 4,07,75,742 during the years 1978,1979, 1980, 1981 
and 1982 respectively. During the year 1982, it increased by 
37.37 per cent over the previous yeards figure. Growth in 1981 
showed a percentage of over the 1979 data. 
1 Return on Capital employed is the only measure which 
shows satisfactorily the over-all performance of a 
bank from the standpoint of profitability — the benefits 
being obtained in the shape of income for the sacrifice 
involved in the form of capital invested. 

Chapter VII 
CONCLUSION AND SUGGESTIONS 
Conclusions 
Eastern Uttar Pradesh is one of the most densely populated 
region of the State, having a density of population of 485 
per sq. km. According to 1981 Census, the region accounts for 
37,27 per cent of the total population of Uttar Pradesh, i.e., 
110 million, which characterises it as the most populous region 
of the country. 
As regards the magnitude of the labour force, 29.13 per cent 
of the State's labour lives in this region which is lower than 
the recorded percentage of 33.44 of the working force of the 
whole country. From its demographical features, it may be 
inferred that a significant position of the income accruing in 
the region, goes to the maintenance of the population rather 
than to capital formation. 
Agriculture being the main occupation of the region, 79.35 
per cent of the working population is engaged in a traditional 
and undeveloped agriculture. Besides employment in agriculture, 
4.98 per cent of the working force is engaged in cottage 
industries,and other tertiary sectors such as trade, commerce 
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and other services. The region also explicitly exhibits the 
characteristics of backwardness with a low per capita income 
and low agricultural productivity. As compared to the other 
regions of the State, it has underdeveloped trade and commerce, 
a low mileage of roads per lakh of population, irrigated and 
cropped areas and lower per capita consiomption of electricity, 
etc. Its economy is agrarian in nature. 
Moreover, agriculture being the main stay of people, the 
role and contribution of other sectors in the economy of the 
region is insignificant. Its economy being unable to provide 
adequate means of livelihood to the growing number of working 
force which are constrained to depend upon agriculture, it is 
in a static state on account of poor industrial content, 
undeveloped trade and commerce and poor conditions of transport 
and communication. 
India has been famous for its cottage industries from 
very ancient times. Even in the days of the Indus Valley 
civilisation, some five thousand to six thousand years ago, 
India was known as the the workshop of the world. Thence 
after the cottage industries got ruined particularly at the 
hands of alien British rule. The cottage industrialists face 
a nvunber of problems,, such as shortage of raw materials, paucity 
of investible funds, lack of modern machinery and equipments, 
poor management, lack of skilled manpower and inadequate 
arrangements of marketing for their products, etc. Their 
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progress is further retarded on account of inefficient working 
of government offices, inadequate facilities for research and 
development/ lack of standardization and training of workers. 
On the top of these, a cottage entrepreneur is also a victim 
of many other deficiencies, e.g., lack of adequate transpor-
tation and communication facilities, uncertain and inadequate 
supply of power, increasing lawlessness, and black marketing 
and profiteering in industrial raw materials and components. 
The economy of the Eastern region is basically a rural 
economy, which requires inter aliia an adequate and timely 
finance. It may be needed for short-terra, medium-term and 
long-term. Traditionally, the field of rural finance remained 
the sole domain of non-institutional credit agencies like 
money-lenders, indigeneous bankers, commission agents, landlords, 
friends and relatives of the agricultural workers and cottage 
entrepreneurs. Notwithstanding the positive role played, 
the money-lenders exploited the illiterate agricultural workers 
and cottage entrepreneurs by charging exorbitant rate of 
interest. 
In view of the malpractices associated with the tradi-
tional system of rural finance in the country, a ntimber of 
organised financial agencies have been assigned the job of 
meeting financial requirements of cottage industries in rural 
areas of the country including Uttar Pradesh and its Eastern 
region. The Reserve Bank of India, National Bank for Agriculture 
292 
and Rural Development, State Bank of India, Commercial Banks 
and cooperative banks are some of the organised agencies 
which now cater to the needs of rural finance. 
« 
As inferred from the agency-wise credit distribution 
data pertaining to revealed by the end-June, 1975, the non-
institutional credit accounted for two-third of the total 
rural credit in the country. The cooperative banks and 
commercial banks had not been able to meet all the planned 
credit requirements of cottage industries in rural areas 
resulting in a 'large unfilled gap*. This probably influenced 
the thinking of the Government to establish the rural banks. 
The Government of India conceived the idea of setting up 
rural banks as part of the new economic programme. The Banking 
Commission, 1972, proposed the establishment of a new class 
of 'Rural Banks' in areas 'where the cooperative credit 
structure is generally weak'. The Working Group on Rural 
Banks in 1975 under the Chairmanship of Shri M. Narasimham 
also mooted out the idea of setting up a new type of insti-
tution. These banks have been assigned to meet the financial 
requirements of the rioral poor. 
The Government of India accepted most of the recommenda-
tions of the Working Group on Rural Banks and initially took 
two 
to set up five Regional Rural Banks in Pour States:/in Uttar 
Pradesh and one each in Haryana, Rajasthan and West Bengal. 
The Regional Rural Banks are expected to show some 
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tengible results in making credit available to cottage 
industries-entrepreneurs. They are expected to play a very 
useful role in filling the big credit gap that exists within 
the present rural credit institutional structure. They are 
expected to mobilise scattered rural savings and facilitate 
the flow of resources to the task of economic development. 
These banks will channelise the resources to most productive 
uses, and thus contribute to capital formation in rural India 
also. They are likely to succeed through motivation and 
provision of incentives to individuals. Moreover, they will 
provide finances directly to the cottage units* which have 
been relatively neglected in the past both by the cooperative 
agencies and the commercial banks. 
The motto of these banks: "Banks exist for the people 
and not the people for the bank", explains the whole gamut, and 
philosophy of their existence and functioning. They are 
expected to (i) raise productivity, (ii) add to rural indus-
trialisation, (iii) provide greater employment, i±ir) induce 
balanced regional growth, and (v) maximise economic welfare 
of the rural masses. 
It is concluded that though the rural banks have to depend 
to a large extent, on their sponsoring banks and also upon the 
Central Government for designing their organisational structure 
of a sound character, they have to provide their own framework 
for managing the affairs. 
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In practice* the Chairmen of the Regional Rural Banks 
are appointed by the Government of India on the recommenda-
tion of the sponsoring banks. The later have mostly reccwnraen-
ded a person from among their own employees for this post. 
Since all matters pertaining to the operations of Regional 
Rural Banks may not be decided by one individual alone. 
Committee foirm of organisation has also been preferred. Each 
3rural bank is empowered to appoint such members or officers 
and other employees as it may consider desirable for the 
efficient performance of its functions, and may determine the 
terms and conditions of their appointment and service. The 
sponsoring bank may also send such members or officers and 
employees on deputation as may be necessary and desirable. 
Each rural bank was expected to open a minimxim of twenty 
operating branches within the first year of its operation and 
20 to 30 more branches in the second year of working ultimately 
to reach the target of having 50 to 60 branches to cover all 
•unbanked' or 'underbanked' centres in the area of its operation 
The general superintendence, direction and management of 
affairs and business of a rural bank are vested in a Board of 
Directors. Moreover, these banks in the discharge of its fun-
ctions will also be guided by the Central Government, As 
regards matters of policy, the Central Government gives 
directions after consultation with the Reserve Bank of India, 
The Board of Directors functioning as the hierarchy, would 
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constitute nine members headed by a Chairman. In addition 
to the Chairman, other members of the Board are nominated as 
under: 
i) three directors by the Government of India; 
ii) not more than two directors by the concerned 
State Government; and 
iii) not more than three directors by the sponsoring 
bank. 
The authorised capital of each rural bank has been fixed 
at Rs. One Crores, divided into 1,00,000 shares of Rs. 100.00 
each. The Issued Capital of each Regional Rural Bank has been 
fixed at Rs* 25 lakhs, has been subscribed by the Government 
of India, concerned state Government and the sponsoring bank 
in the proportion of 50:15:35. The Paid up Capital of each 
Bank fixed at Rs. 25 lakhs, has been divided into 25,000 
fully paid up shares of Rs. 100.00 each. 
In view of the role, challenges and responsibility assigned 
to Regional Rural Banhs, it is not possible to make an exhaustive 
list of the functions and services likely to be rendered by a 
rural bank. 
The most important task assigned to Regional Rural Banks 
is the mobilisation of savings of the public through the 
acceptance of deposits. 
As regards loaning function, these banks are supposed to 
lend only to weaker sections of rural areas and that too in such 
a way as to ensure better resource utilisation and rapid 
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econcxnlc development of rural areas. Though not expected to 
bridge the credit gap in rxoral areas, they are called upon 
to provide credit for productive purposes to the rural poor. 
The Regional Rurail Banks may be distinguished from other 
financial institutions on account of jurisdiction, status, 
sponsorship, requirements of cash and liquidity by the Reserve 
Bank of India, interest charged on direct loans, interest 
provided on deposits, simplicity in procedure followed in 
normal business operations and facilities and concessions 
accorded by the Reserve Bank of India. 
It appears that total advances of these banks which 
mostly accounts for direct advances have grown impressively 
in absolute terms. These banks granted Rs. 116.84 lakhs with 
21,063 borrowal accounts dxiring the year 1976 in Eastern 
Uttar Pradesh. The average amount per account of direct 
advances was Rs. 554.72, while the total advances per branch 
stood at Rs. 2.85 lakhs. In the year 1982, the total advances 
of these banks disclosed a satisfactory growth in terms of 
amount of advances, average amount per account of direct 
advances and total advances per branch. However, in terms 
of borrowal accounts, they did not show a satisfactory / -"^ 
/ ,A- ^ 
performance. 
/ / i 
. ^v 
Further, the total advances of these banks in Eastern ^ V 
Uttar Pradesh increased at a lower rate that the rates of 
increase in their toisal advances pertaining to the years 1978, 
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1980/ 1981 and 1982. As regards borrowal accounts of direct 
advances, the performance of Regional Rural Banks seems to 
be poorer in Eastern region of Uttar Pradesh. During 1978, 
the borrowal accounts of the direct advances registering 
an increasing growth by 153.68 per cent over 1977 (117.09 per 
cent) pertaining to the 12 Regional Rxiral Banks in Eastern 
region following by 13.46 per cent (1979), 33.20 per cent 
(1980), 52.98 per cent (1981) and 29.93 per cent (1982). 
Rural 
It is also observed that the Regional/Banks provided 
direct credit to cottage industries, small and marginal 
farmers and agricultural laboijurers. However, cottage 
industries have availed of greater amount of loans during the 
year 1977. The data pertaining to purpose-wise advances of 
these banks in the Eastern region of Uttar Pradesh, indicate 
that these banks have granted 33.52 per cent to cottage 
industries and 66.48 per cent to agricultural sector during the 
year 1982. In terms of amount per borrowal account, it is 
revealed that the amount of loans to cottage industries by 
these banks has been higher than the amount of loans of agri-
cultural sector in Eastern Uttar Pradesh. 
Bankwise analysis of advances in Eastern Uttar Pradesh 
suggests that there have been wide variations in the performance 
of individual Regional Rural Banks. A sample study of 12 
Regional Rural Banks operating In Eastern Uttar Pradesh, based 
on 1982 data shows that they have exceeded the all-India 
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average of Regional Rural Banks in matter of mobilisation 
of savings and disbursement of loans to the agricultural 
sector. The pertormance of these banks has been pretty uneven on 
the basis of ten criteria* namely, (i) niamber of operating 
branches, (ii) amount of total deposits, (iii) average amount 
of deposits per branch, (iv) total nxomber of deposit accounts, 
(v) amount of total disbursements, (vi) average amount of 
disbursements,per branch, (vii) total number of disbursement 
account,(viii) percentage of disbursements in deposits, (ix) 
disburssnents made directly to cottage industries as a percentage 
of total disbursements, and (x) disbursements made directly 
to small and marginal farmers and agricultural labourers. 
There are wide variations in the performance of individual 
Regional Rural Banks in these respects. Based on statistical 
performance of 12 Regional Rural Banks, some of these have 
been classified as 'highly successful' and some others as 
'not so successful'. 
It is concluded that the Regional Rural Banks have been 
designed to serve the objective of rural development by help-
ing the rural poor, who were unable to meet their total credit 
requirements from the existing institutions of rural credit 
in Eastern Uttar Pradesh. 
These banks have resorted mainly to direct financing of 
weaker sections of rural society. These banks have succeeded 
in projecting the image of a 'small man's bank' or the'poor 
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villagers* 'own bank*, The absolute performance of most of the 
banks in terms of selected indicators of business has been 
much better in terms of increase over their previous year's 
perfoirmance. The current record of quality of their loaning 
activities supported by qualified and helpful staff, earns 
them the reputation as a development bank of the rural poor. 
On the basis of lending performance of these banks, it may 
easily be deduced that they have aided both the qualitative 
and quantitative growth of cottage industries and agricultural 
sector. The rural economy of Eastern Uttar Pradesh has been 
provided a boost likewise. The cottage units activities in 
Uttar Pradesh have been augmented with the availability of 
finances at nominal rate of interest. 
The banks adopted from the very start a liberal scheme of 
financial assistance to cottage industries in the region. The 
scheme aim at financing cottage industries, right from the 
stage of purchase of raw materials to the stage of marketing. 
It is found that the total advances provided to cottage 
industries covered "the entire spectrxxm". They amounted to 
Rfl. 1,767.27 lakhs at the end of Deconber, 1982, in the 
Eastern region itself. 
With a view to identify different categories of unemployed 
persons in rural areas and to self-employment by increasing 
flow of funds to small borrowers, the rural banks have been 
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conducting an experiment which merits attention. These banks 
invited small artisans, technicians and cottage entrepre-
neurs with a view to aid them to become self-employed in 
various levels of productive activities in rxiral areas. 
The entire direct advances of such rural banks in the 
region went to weaker sections of the rural society. The 
indirect advances were given through primary agricultural 
cooperative credit societies and farmers' service societies. 
Most of the direct advances were of medium term. The major 
purposes for which medium term advances were financed by 
these banks/ included: 
i) purchase of bullocks and camels; 
ii) purehase of camel carts; 
iii) procuring working capital and fixed capital 
for cottage entrepreneurs and self-employeds; 
iv) purchase of buffaloes; and 
v) purchase of sheep, etc. 
The use of advances by small and marginal farmers for the 
purchase of above inputs resulted in a favourable impact upon 
the rural economy of the region. For example, the camel carts 
made available to the local population through lending by 
the Regional Rural Banks, have helped in the development of the 
local economy not only by bridging the transportation gap 
but also by providing employment to the borrowers in their spare 
time. In the ultimate analysis, their per capita income have 
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risen and their standard of living has gone up leading to a 
better life, better econonic conditions and better welfare 
of the irural areas in the region. 
Suggestions 
The preceeding concluding pages clearly indicate that 
there is urgent need (i) to reorganise the structure and work-
ing of rural banks to enable them to be accepted as an integral 
part of the institutional rural credit system, and (ii) to 
improve the industrial environment with a view to modernise 
and develop cottage industries. 
Keeping in view the above urgent needs we have divided 
this part of the chapter in three sections: The first part 
deals with the cottage industries, the second deals with 
the rural banking, and the third deals with the other 
suggestions, relevant to this study. 
(1) Suggestions Regarding Cottage Industries 
(a) Communication - Communication in the modern world is 
essential. It should be quick, timely and economic. Cottage 
industries being very small in size suffer much a comparative 
lack of canmunication facilities. It is, therefore, recommended 
that efforts should be made to improve communication facilities. 
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This will result in better and effective performance lead-
ing to maximisation of productivity. 
(b) Warehousing - The spare parts, components and machinery 
and raw materials,etc., should be stocked at strategic points, 
from where these could be made available to the consuming 
cottage industries. It is suggested that such store points 
must be located at block levels. The incentives and subsidies 
made available on these items, should likewise be made available 
to the items sold from the warehouses. 
(c) Exhibition - There is an urgent need to hold the exhi-
bitions of cottage industries' products in different parts of 
the country. This will help give not only up-to-date impre-
ssion to the potential consumers of the wide variety of goods 
that we can currently offer, but would also help dispell the 
prejudices and wrong notion about the capabilities of cottage 
industries to produce quality products, 
(d) Advertisifag - Broad image plays a vital role including 
consumers to adopt these. Publicity in national and inter-
national market with a view to project the image of the 
products of cottage industries must be undertaken on a 
continuous basis. No significant effort so far has been 
made in this dijp-ection. Cottage industries having limited 
financial resources and therefore, cannot undettake effective 
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pviblicity on their own. The Government and other agencies 
should come forward to help them. Subsidies and other con-
cessions as far as possible must also be provided. Such 
advertising compaigns could bring home to the buyers at 
large the message of cottage industries skills and capabilities 
Such a compaign should be undertaken on a sustained basis. 
(e) Commercial Intelligence - Cottage industries do not have 
any arrangements through which they can have commercial 
intellgence. It Is^ therefore, recommended that there should 
be Commercial Intelligence Centres' at district level. These 
centres would be able to feed the necessary information and 
data in respect of items and commodities of interest. They 
would further help in identifying the potential areas and ^ 
items which could be developed. It is vital that such an 
organisation is brought into existence as early as possible. 
This would help in formulating plans and policies in realistic 
manner and to effect such changes as would add to such promotio-
nal measures as may be necessary. 
(f) Research and Development - Cottage entrepreneurs are so 
pre-occupied with the problems of the survival of their enter-
prise that research and development do not receive due atten-
tion. Rapid technological changes in the areas of production, 
designing, packaging and transport, etc., call for efficient 
and timely adaptation. Unless and untill cottage industries 
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make a determined and conscious effort to adapt themselves 
to the rapidly changing requirements, it would not be possible 
to instill the faith and confidence in the buyers of their 
products. A certain amount of revenue will have to be 
earmarked towards continuous programme of Research and 
Development. Japan, where cottage and village industries are 
highly developed, has been adopting and readapting to the 
techniques and technology according to her current needs and 
requirements. We have to make a modest start in this neglected 
field so that the 'technological gaps' and barriers do not leave 
us behind. The Government agencies should increasingly orient 
and reorient their efforts towards industrial application of 
researches and techniques on a wider scale. 
(g) Credit for Modernisation - There are no two opinions 
regarding the need urgent need to modernisation of cottage 
industries. All modernisation programmes necessitate cheap 
and adequate finances. Several hundred crores of rupees are 
required to finance the modernisation programmes of this 
sector. Unless this is undertook on a high priority basis, 
we are in grave danger of being technologically left behind 
in the wakd of present competition in the industrial world. 
Such an ambitious modernisation programme would help generate 
much needed production surplus and would go a long way in 
producing goods of quality in required quantity/numbers and 
in accordance with specifications. The industrial and commercial 
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banks in the country shall come forward with liberal schemes 
and programmes to help overcome this problem as well. 
(h) Market Promotion - Marketing of their products is one 
of the most severe problems that cottage industries face today. 
Th6 capacity in this sector remains unutilized. In order to 
take full advantage of the situation, it is essential that 
marketing promotion measures should be undertaken vigorously. 
It is better if cottage entreprenuers themselves make effort 
by following what may be termed as 'group approach*. The Govern-
ment through their marketing and other agencies, should also 
come forward to supplement these efforts of the cottage 
entrepreneurs. 
(2) Suggestions Regarding Regional Rural Bank 
(a) Ideally, the jurisdiction of a Regional Rural Bank should 
be confined to one district. As the size and the state of 
economic development in each district vary, it would be 
advisible to retain some flexibility in this matter. Normally 
one rural bank should cover a population of 10 to 15 lakhs. 
From the point of financial viability and managerial efficiency, 
the reasonable number of branches of each Regional Rural Bank 
should be between 50-60. This would mean that a Regional Rural 
Bank branch would cover population of about 20,000approximately 
and an area roughly equal to that covered by five primary agri-
cultural cooperative societies. 
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(b) Local participation in the share capital of Regional 
Rural Banks should also be permitted. As suggested by the 
Working Group^ a guaranteed dividend equivalent to the 
interest paid by the commercial banks on one year's fixed 
deposit, will be desirable to encourage such local participa-
tion. Such shareholding should be open to cooperatives, other 
local institutions and individuals within the jurisdiction 
of each Regional Rural Bank. It is also suggested that the 
share of sponsoring bank should be raised from the present I J'' /^Z/ 
35 per cent to 40 per cent to make it proportionate with their 
responsibilities in setting up the rural banks. This reco-
mmendations of local participation presupposes changes in the 
existing pattern of holdings of the Regional Rural Banks, We 
recommend the following structure of ownership of share 
capital for Regional Rural Banks: 
(a) Reserve Bank of India 30 per cent 
(b) Sponsoring Bank 40 per cent 
(c) State Government 15 per cent 
(d) Local participation 15 per cent 
.0- %i 
(c) As regards the composition of the Regional Rural Bank 
Board/ it has to be such as to bring about involvement of 
district development officials, local knowledgeable persons 
and bank officials to help ensure a proper mix of banking and 
technical skills to actualise local needs and aspirations. We 
suggest that the Board should consist of a Chairman and 
eleven members — three nominees of Central Government, four 
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nominees of sponsoring bank, two norrainees of State Government 
and two local directors (to be appointed by the Government 
of India from amongst the local shareholders). 
(d) There appears the need for reviewing the staffing and 
training policies of Regional Rural Banks, In order to ensure 
the continuity of their lower cost structure and a greater 
degree of rural orientation of the staff as compared to the 
commercial banks, the Regional Rural Banks need not recruit 
graduates only. The minimum qualifications for recruitment to 
the staff of these banks should be relaxed to allow the entry of 
persons who have completed higher secondary (or equivalent) 
examinations. Such recruits should go through a more intensive 
training programme which should be organised by the Regional 
Rural Banks themselves. The arrangement would allow the opera-
tion of training programmes round the year at a lower cost and 
also offer an opportunity to develop a new package of courses 
having direct relevance to the functional staff at branch 
level. The training programmes with the stamp of authority 
of the Regional Rural Banks, would be a step towards the goal 
of establishing their own identity. There emerges the need of 
strengthening organisational structure of these banks. The 
staff of all levels from the Head Office to the Branch Office, 
will have to be strengthened by having experts on the staff. 
The staff should have adequate training in problems of financing 
of the agricultureal sector and cottage and village industries, 
etc. 
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(e) These banks should be allowed at the time of their 
establishment(after two to three years of their operation) 
to undertake the full range of banking services including 
remittances facilities and safe deposit vaults. Besides 
developing 'banking habits* among the villagers served by these 
banks this will also help these banks in recording all round 
expansion in their business. 
(f) An important suggestion in the field of rural finance is 
that every branch of each Regional Rural Bank should take 
steps to form a Local Advisory Committee consisting of know-
ledgeable persons from the locality such as progressive cottage 
entrepreneurs and agriculturists, officials of these banks 
themselves and teachers of banking to review the over all 
position of lending to the rural sector. 
(g) Since major rural banks with vast number of branches and 
with their rapid branch expansion programmes have been under-
going considerable stress and strains of management in terms 
of man-power^ administration, training and over all efficiency, 
etc., it seems desirable that some restructuring on 'regional 
approach' basis or on the basis of 'area development approach' 
should be attempted. 
(h) In respect of loans to rural community, methods must be 
devised to estimate the extent of loans needed and if possible 
broad scale should be fixed for such needs to cottage entrepreneurs 
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for the purchase of tools and equipments^ raw material and 
creation and expansion and storage facilities, etc. The period 
of loan should also be adjusted with the purpose of loans and 
repaying capacity of the borrowers. It is suggested that the 
amount of loans should not exceed 75 per cent of the mortgaged 
property of borrowers. 
(i) Another suggestion is that the State Governments should 
review all the existing laws especially those relating to 
rural loans for cottage units, with a view to remove bottle-
necks, if any, and to help rural artisans to obtain loans. 
(j) In a country like India where there exist vast unemploy-
ment, and masses are poor, one very effective way to encourage 
the RRBs to provide increasing finance to cottage industries, 
is to introduce a 'Guarantee Scheme* which can enhance the 
repaying capacity of cottage industries. This will naturally OlJy 
encourage the Regional Rural Banks to provide more and more ^-^ 
finances on an ever increasing scale to this sector. The J^.' 
'Guarantee Scheme' may be run by the Central Government in ^ 
Consultation with the State Governments. 
(k) A body be set up to ensure regular supply of raw materials 
and for marketing of the products of the cottage units. The 
financial institutions providing finance to cottage industries 
may venture such an organisation. 
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(1) The Regional Rural Banks should simplify and standardize 
their loan application blanks and docuraentation formalities 
with a view to reduce the number of required documents and 
also to make the effective •life* of the documents longer. 
With a view to thiS/ we suggest the following norms: 
i) The requirement of sureties often causes great hard-
ships to the weaker sections of the community. It should be 
dispensed with, except in the case of Group Guarantees. 
ii) Once mortgage of property is offered, there should not 
further requirement of a guarantee. 
iii) When extracts of property record and non-Encumbrance 
Certificates are required. Regional Rural Banks, instead of / / 
asking the indxostrialists to procure and produce them, should 
themselves make arrangements to get these. 
(m) As regards loan to weaker sections, it is suggested that 
the weaker and poorer borrowers, viz., cottage workers, 
craftmen, Adivasis, Harijans and small traders, etc., should 
not be required to furnish any security, for, otherwise, they 
will confront with complicated forms and cumbersome procedures. 
All that the Regional Rural Bank branches must ensure, is that 
the borrower must be a genuine person and that the loan given 
to him, would be used for productive purpose. Such banks 
should adopt follow-up measures, they should also enlist the 
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services of public spirited and dedicated public men who 
can organise these poor people into associations (which can 
be formed in each village or group of villages for each 
category or self-employed persons), Only those self-employeds 
who enrol themselves as members of these associations* should 
be considered eligible for loans from these babks. It should 
be compulsory for each member of the association to pay daily 
fixed amounts to be deposited by the associations in the bank. 
This should be adjusted against the loans of the borrowers. 
These banks should help poor rural artisans and craftsmen by 
distributing tools, equipments and raw materials needed, 
instead of giving them loans in cash which in all likelihood 
may find channel to consumption. These banks can also help 
these people in marketing of their products. 
(n) As regards cons\amption advances, it is revealed that in 
Western countries banking sector has considerably aided the 
process of economic growth by making available consumer credit, 
which pushed up demand for all types of consumer goods. This 
further aided the increase pace of industrial activities. 
It is essential to change the attitude of the rural masses 
who continue to suffer with 'taboos' in the traditional 
framework of their society which is riddled with poverty and 
bolstered by illiteracy. The technological progress made by 
the country may be understood by them well if consumer goods 
being produced in the country are made available to them on an 
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increasing scale. It is, therefore, suggested that the Regional 
Rural Banks should help in promoting consumers credit as a 
powerful means to develop rural economy by 'influencing the 
consumption pattern, stimulating local production activity, 
and creating avenues of additional employment...*. 
(o) The proper supervision and timely recovery of loans are 
Sine qua non for successful operation of the Regional Rural 
Banks. The supeirvision of credit should not mean merely ensur-
ing that the loan is utilised for the purpose for which it 
has been sanctioned. Since credit schemes are based on 
incremental income of borrowers and as this depends upon proper 
functioning of several inter-related activities, supervision of 
credit should mean paying attention to all these inter-related 
aspects which are influenced by the incremental income of 
borrowers. Therefore: (i) provision of adequate field staff, 
(ii) effective training programme for them, and (iii) regular 
inter-action between branch staff (field staff as well as 
branch manager) and relevant officials of development adminis-
tration, other instrituions and individuals, should be stressed 
at, 
^^ ^ Other Suggestions 
(a) There is need to form a Marketing Consortia of cottage 
industrialists as it is based on group approach. The working 
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group on Regional Rural Banks have also suggested financing 
of rural borrowers. The functions of Marketing Consortia 
are to be defined against the background of problems as 
explained in the text of this study. Following activities/ 
functions may be assigned to such a Consortium: 
1. Market Planning. 
2. Market Investigation. 
3. Joint Advertising and Promotion. 
4. Joint Distribution. 
5. Continuous Market Surveillance. 
6. Other Joint Activities, like provision of credit, 
insurance and delivery guarantee, etc. 
The Consortixom should begin with a few joint activities 
of high priority and extend them gradually according to the need 
of member units. They must (i) shed off their independent 
identity in favour of group image; (ii) build confidence in 
the capabilities of Consortium, and (iv) contribute towards 
strengthening the capital base by enlarging the function range 
of the Consortium by sharing their facilities with one 
another. 
(b) The main problems of cottage industries concern with the 
availability of raw materials, machines, and equipments, 
financial assistance, facilities of marketing and designing 
of their products, etc. If somehow these are overcome then 
there is nothing which can prevent the rapid growth and 
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development of cottage industries, and also to prevent rural 
banks to provide them adequate and timely finance. In 
order to overcome these problems/ it is suggested that 
•Help Centres' (HCs) for cottage industrialists should be 
established at block level. 'District Level Centres* (DLCs) 
will not be effective as they are not able to expedite 
decisions on the requirements of industrialists speadily. 
At these Centres all kind of assistances be made available 
under one roof. A time limit should be fixed for the disposal 
of every application of help submitted by cottage industries. 
If this suggestion is implemented, then it will naturally 
result in minimising difficulties being faced by the cottage 
entrepreneurs, and would go a long way in stimulating deve-
lopment. 
(c) The Regional Rural Banks grant their loans to the rural 
poor. We suggest that the Regional Rural Banks may also be 
allowed to lend to the richer sections of society upto a 
maximxam of 20 per cent of the total loans sanctioned by them. 
However, specific ceilings of loan amount for each individual 
must also be stressed at. This relaxation in policy is 
expected to encourage all sections of rural society to 
the benefit of the activities of the Regional Rural Banks 
themselves, and to mobilisation of local resources and thereby 
an increase in the banking business. 
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(d) The facilities currently available to the cooperatives 
liKe the exemption from stamp duty for making advances, the 
•out of court' procedure for recovery of overdues through 
mortgage of property, etc., should also be extended to the Regional 
Rural Banks . 
(e) The most important action required for increasing the loaning 
by the Regional Rural Banks, is to allow them to expand their 
loaning activities through forging effective linkages between 
them and the Primary Credit Societies (both agricultural and 
non-agticultural) or the Farmers' Service Societies as per the 
original design proposed by the Working Group on Rural Banks. 
The substantial progress in this direction can only be achieved 
with the unstinted cooperation from the concerned State 
Governments. 
(f) An essential requirement for coordinating the work of 
different credit institutions in the district would be the 
preparation of District Level Credit Plans (DLCP) by the 
Concerned institutions. This would require the dove-tailing 
of such credit plans wi-tii the 'district level development 
plans' which the State Government must undertake to materialise. 
This can be done by strengthening the working of District 
Consultative Committees (DCCs). 
(g) There is a need to establish a very close link between 
the Regional Rural Banks and agancies like the Small Farmers 
^t 
IL^ 
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Development Agency (S.F.D.A.), Marginal Formers and Agri-
cultural Labourers Agency (M.P.A.L.A.), Tribal Development 
Corporations, and Command Area Development Authority, etc., to 
develops 
help/the regional economies under these programmes. A similar 
link should be established between District Industries Centres 
(DICs) and Regional Rural Banks. 
To sum up, we may reiterate that our suggestions provide 
a broad frame-work for re-organising and improving the working 
of the rural banking and development of cottage industries 
within the framework of national perspective. The operational 
details of some of these suggestions still need to be worked 
out. Some more measures may have to be taken which would be 
complementary to these suggestions. But this task may better 
be left to the practitioners in the profession of rural 
banking and the administration of the Reserve Bank of India, 
But the operations of these banks and industrial development 
agencies at the Central as well as the State levels must 
necessarily be aligned with the objectives of national economic 
plans. 
We believe that the acceptance and implementation of the 
suggestions made by us, would go a long way towards enabling 
the Regional Rural Banks to achieve their subjectives purport-
ing to develop cottage industries in a better way than that is 
being achieved at present. 
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Appendix - I 
LIST OF RESERVED ITEMS FOR COTTAGE AND SMALL 
SCALE INDUSTRIES 
Food and All ied Industr ies Wood and Wood Products 
1. Ice < 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
Dehydrated vegetable 
Pickles and chutneys. 
Vinegar 
Rice milling 
Dal milling 
Bread 
Biscuits 
Confectionery 
Rape seed oil except solvent extracted 
Mustard oil except solvent extracted 
Scsamum oil except solvent extracted 
Groundnut oil except solvent extracted 
Sweetend cashcwnut products 
Poultr\' feed 
Groundnut and processed spices 
Text i l e Products inc lud ing Hos i ery 
17. Cotton cloth knitted 
18. Cotton vests knitted 
19. Cotton socks knitted 
20. Cotton undergarments knitted 
2 I. Cotton slaaNvls knitted 
22. Other cotton knitted wears 
23. Woollen cloth knitted 
24. Woollen vests knitted 
25. Woollen socks knitted 
26. Woollen scraves knitted 
27. Woollen undergarments knitted 
28. Woollen caps knitted 
29. Woollen shawls knitted 
30. \Voollen gloves 
31. Woollen mufflers knitted 
32. Other woollen knitted wears 
33. Stove wicks 
34. Readymade gaiTnents 
35. Cotton belting 
36. BeltJacing 
37. Measuring tapes-cotton 
38. Wooden crates 
39. Tea chest plywood 
40. Seasoned wood 
41 . Wooden sewing machine covers 
42. Cable drums for AAC & ACSR conductors 
43. Tent poles 
44. Wooden plugs 
45. Handies-wooden and bamboo 
46. Teak fabricated round block 
47. Wooden furniture and fixtures 
48. Wooden storage cupboards 
'49. Wooden storage shelves and racks 
50. Wood wool slabs 
Paper Products 
51. 
52. 
53. 
54. 
55. 
56. 
57. 
58. 
5<). 
GO. 
61. 
62. 
63. 
64. 
65. 
66. 
67. 
68. 
69. 
70. 
71. 
72. 
73. 
74. 
Waxed paper 
Bimminised water proof paper 
Decorative papers 
Corrugated paper boards 
Paper bags 
Compo.site containe. s 
Paper boards cartons 
Paper cups'plates 
Paper envelopes 
Coiuigited filjre boaul cont.uncrs 
Paper twines, striiigs .nitl Mjjies 
Paper cones 
Paper tubes 
Drinking straws 
Paper napkins including facial tissue napkins 
Gummed tape 
Teleprinter rolls 
Stenril paper 
Tele-tape rolls 
Slitting of ordinary ]3aper into rolls & sheets 
Toilet paper rolls and sheets 
Paper straps 
Stickers, lablcs of gummed paper etc. 
Treated tracing paper 
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75. Gummed paper for stamps 
76. Gummed paper other than for stamps 
77. Sanitary towels 
78. Transfer labels 
79. Exercise books and registers 
80. Letter pads 
81 . File covers and file board 
Leather and Leather Product s 
inc luding Footwear 
82. Sole Icadui-
83. Kattai and bunwar leather 
84. Picking band leather 
85. Leather pickers and other leatlicr 
accessories for textile industry 
86. Vegetable tanned hides and skins-semi-
finished 
87. Chrome tanned hides and skins semi-
finished 
88. Lining leather from goat and sheep skins 
89. Laminated leather belting 
90. Harness leather 
91. Leather Shoes 
92. Leather shoe upper-closed 
93. Leather sandals and chappals 
94. Leather garments 
95. Lcater suitcases and travel goodb 
96. Leatlier purses & hand bags 
97. Fancy leatlicr goods and other novelty 
items 
98. Watch straps-leather 
99. Leather cases and covers of all typos 
100. Industrial leather gloves 
101. - Leather washers and laces 
R u b b e r P r o d u c t s 
102. Rubljcrised cloth--by Doctor'.s Blade 
Terlr i ique 
103. Canvas hoses 
104. Tyres—cycle and cycle ricksliaw 
105. Tubes—cycle and cycle rickshaw 
lOG. Tyre rctreaduig 
107. Camel-back tyre id read ing m.aerialb 
108. Surgical gloves —lattx 
109. Hot water bags —ruljbcr 
110. Ice bags rubber 
111. Rubber balloons 
1 12. Rubber hose pipes excluding biaided hoses 
113. Rubberised canvas hose & pipes — 
exccjjting wire-braided high pressure 
hydraulic hosca 
114. Rubber tubes 
115. Rubber washers 
116. Oil seals—rubber 
117. Rubber thread 
118. Rubber eraser 
119. Hard rubber battery containers 
120. Rubber to metal bonded parts 
121. O-ring-rubber 
122. Latex foam & latex foam products 
123. Microcellutar sheets 
124. Other dipped lated products except 
contraceptives 
125. Rubber blowing agents-Hexcminc based 
Plast ic Products 
126. Full PVC footwear— chappels, sandals & 
shoes 
127. Blow moulded p l a s t i c - H D P E - P V C 
containers upto 5 litre capacity 
128. Acrylic sheets 
129. Fibre-glass reinforced plastic products 
130. Hcssain, paper and cloth to polyethylene 
laminations-straight and sandwitched 
excluding paper polyethylene laminates 
by extrusions coating process for hygienic 
and sanitary packing of liquid milk and 
other liquid foods 
131. HD polyethylene monofilaments 
132. Polopropylcne monofilament 
133. Polyethylene films except co-extruded 
with thickness less than 0.10 
134. Products of polyediylene films as 
Coloured, printed film and bags 
135. Spectacle frames by fabrication or by 
uijecticjU moulding 
136. Polyjjropylene tubular lilm; except 
biaxially oriented 
137. Industrial items from Engg. plastics 
138. Plastic collapsible tubes 
139. PolypiopyJene box strapping 
140. Polyethylene and PVC fiexible hoses 
141. Compression moulded plastic products 
excluding decorative and industrial 
laminates 
142. Polyurethanc foam 
143. Polyuretliane form products 
144. Polystyrene foam products 
1 15. Plastic buttons 
146. Other fabricated plastic pix^ducts 
147. Plastic combs 
148. PVG pipes including conduits — upto 
110 mm dia 
148.A Fittings for PVG pipes including 
conduits upto 110 m m dia 
149. Zip fastners—non-metalic 
150. Compression moulded plastic products 
151. Plastic rain coats 
152. Plastic bottle caps 
153. Flash light torch cases—plastic 
154. Other thermo welded plastic products 
155. Polyester sheets 
156. Contact lenses 
157. Watch straps PVG 
Chezaicals^and Chemica l Products , 
Laboratory C h e m i c a l s a n d Re-Agents 
158. Ammonium sulphate - Lab. 
159. Ammonium flour'de - Lab. 
160. Ammonium carboate - Lab. 
161. Antimony potassium tar t rade - Lab. 
162. Ammonia solution - Lab. 
163. Cadmium acetate - Lab. 
164. Cadimum carbonate - Lab. 
165. Alumium Sulphate - Lab. 
166. Calcium chloride - Lab. 
167. Chromic acid - Lab . 
168. Cobalt Sulphate - Lab. 
169. Cobalt nitrate - Lab. 
170. Cupric nitrate - Lab. 
171. Cupric sulphate - Lab. 
172. Dimethyl sulpliate - Lab. 
173. Ferrous sulphate - Lab. 
174. Lead acetate - Lab. 
175. Lead nitrate - Lab . 
176. Magnasium trisil icatc- Lab. 
177. Nickel carbonate - Lab. 
178. Nickel formata - Eab . 
179. Nitric acid - Lab . ^ 
180. Potassium nitrate - Lab. 
181. Potassium chloride - Laa. 
182. Ilydrochioric acid-Lab. 
183. Potassium iodide-Lab. 
184. Potassium sulphate-Lab. 
185. Sodium nitrate-Lab. 
186. Sodium oxalate-Lab. 
187. Sodium sulphate anhydrous-Lab. 
188. Si'ica Gel.-Lab. 
189. Silver nitrate-Lab. 
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191. 
192. 
193. 
194. 
195. 
196. 
197. 
198. 
199. 
200. 
201. 
202. 
203. 
204. 
205. 
206. 
•207. 
208. 
209. 
210. 
211. 
212. 
213. 
214. 
215. 
216. 
217. 
218. 
219. 
Sulphuric acid-Lab. 
Acetic acid glacial-Lab. 
Acetone-Lab. 
Lso-amyl acetate-Lab. 
Amyl alcohol-Lab. 
Benzene-Lab. 
Butyl alcohol-Lab. 
Cldoroform-Lab. 
Diethyl ether-Lab. 
Ethyl alcohol-Lab. 
Etliyl acetate-Lab. 
ISO amyl alcohol-For milk testing lab . 
ISO-Propyl alcohol-Lab. 
Methyl alcohol-Lab. 
Petroleum ether-Different distilation 
ranges-Lab. 
Petroleum ether-For Ghromotography-
Toluene-Lab. 
Nickel sulphate-Lab. 
Zinc oxide-Lab. 
Pa ra eminiphenol-Lab. 
Potassium citrate-Lab. 
Cadmium chloride-Lab. 
Dye-Stuf f 
Basic dyes 
Optical whitening agents for cotton 
textiles 
Azo dyes-Direct and acid 
Napthols-Ad, ASD, AS-E, AS-G, AS-LC, 
AS-LRG, AS-BS, etc. 
Phthalocyaninc-BJue and green 
Reactive dyes-Cyanuric chloride group 
Fast colour baics 
Indigo 
Natura l Essent ia l O i l s 
220. Cashew shell oil 
221. Sandal wood oil 
222. Pine oil-Exccpt for composite schemes 
223. Eucalyptus oil 
224. Geranium oil 
225. Lemongrass oil 
226. Palm rosa oil 
227. Other natural essential oils 
Organic Chemica ls , D ru gs and 
Drug I n t e r m e d i a t e s 
228. Para-Aminiphenol-Indils Grade 
229. Para Dichlorobenzene—Balls, cubes etc. 
230. Tartar ic acid-from Maleic anhydride 
231. Dimethyl sulphate-based on methyl 
alcohol 
232. Pyrazolones 
233. Potassium citrate-Industrial grade 
234. Other citrates 
235. Tartrates 
236. Dhcthyl phthaiate 
237. Dioctyl phathaiatc 
238. Dibulhyl phathaiate 
239. Dimethyl phathaiate 
240. Benzyl chloride 
241. Benzyl benzoate 
242. Paint diers-Naphthenates, octoatcs, 
linoleates etc. of lead, cobait. 
Manganese, Zinc, Calcium etc, 
243. Ghiorinated paraffin wax (chlorine 
contant upto 80%) 
244. Fumaric acid (removed if it is recovered 
from the off gas of phathalic anhydride 
plants) 
245. Paracetamol 
246. Glycero phosphates 
247. Glycerophosphoric acid 
248. Lanolin anhydrous 
249. Xanthatcs 
250. Dichloropheiiol 
251. Polyster resins 
252. PVC compounds 
253. Alkyd resins 
Other Chemica ls and Chemica l 
Products 
2:)4. ^\'ax candles 
253. Napihalcnc halL 
25G. Potassium Mcta Bi-r.ulphate 
257. Barium earlx)nnte 
258. Barium sulphate 
259. Barium sulphide 
2G0. Sodium sulphide 
261. Sodium thio sulphate 
262. Calcium chloride-Industria Grade 
263. Zinc oxide Industrial Grade 
264. Aluminium hydro.xidc-gel. 
265. Zinc nitrate 
266. Nickel sulphate 
267. Nickel chloride 
268. Nickel carbonate 
320 269. Nickel foiTnate 
270. Copper sulphate 
271. Copper nitrate 
272. Copper chloride 
273. Cadmiiun oxide 
274. Cadmium iodide 
275. Cadmium nitrate 
276. Cadmium phosphate 
277. Barium chloride 
278. Barium Nitrate 
279. Zinc chloride 
280. Zinc sulphate 
281. Copper oxy-chloride 
282. Copper carbonate 
283. Potassium iodide 
284. Sodium iodide 
285. Precipiated sifica 
286. Sulpher powdrr-other than insoluble, 
for rubber vulcanization 
287. Sodium chromate 
288. Sodium diiocynate 
289. Magnesium sulphate 
290. Electroplating salts-eompoundcd 
291. Zinc cyanide 
292. Cadmium cyanide 
293. Potassium bichromate 
294. Ammonium bichromate 
295. Artists colours-oil water and wax based 
296. Read lead paints 
297. Red r)xidc paints 
298. Wagon black paints 
299. Graphite paints 
300. Paste paints 
301. Shoe Polish 
302. Wood pdlish French pulisli 
303. Metal poliJi 
304. Alnminium paints 
305. Bituman base paints 
306. Floor polishes 
307. Dry distempers 
308. Laundry soap 
309. Formulated perfumary com[>ouncls 
31 0. Tocth paste 
311. Tooth po\vder 
312. Hair oils 
313. Safety matches 
314. Fire works 
315. Blue print papers-all types 
3 16. Guar C>um 
317. Animal glue 
318. Office gum paste 
319. Agarbatties 
320. Sodium silicate 
321. Sealing wax 
322. Industrial adhcsives based on starch, 
gum, dextrin and silicates 
323. Alums including aluminium sulphate-
Industrial grade 
324. Potassium silicate 
325. Calcium silicate 
326. Synthetic adhesives-rubber latex PF of 
PVA based 
Glass and Ceramics 
327. Fire clay, bricks & blocks freserved if it 
uses le«s than 40% alumina) 
328. Roofing tiles 
329. Flooring tiles 
330. Mugs and bowls-ceramics ceramic 
tablewares and allied items in 
stonewares, semivitreous wares and 
earthwares namely dinner sets, tea sets 
cup and saucers, jars and containers, 
vases, ash tray 
331. Glass bead's 
332. Glass tubings (excepting machine drawn) 
333. Scientific laboratory glassware 
(excluding Borosilicate typ>es) 
334. Microcover glass and slides for 
microscopes 
335. Glass bangles 
336. Glass hollowaie by mouth blown and or 
semi automatic prt^cess 
337. Glass pressed wares 
338. Stranded wires (excluding high tensile 
prestresscd concrete wires) 
339. Chemical porcelain 
340. Plaster of Paris 
34G.A Chalk Crayons including Tailor.', Chalk 
341. Plaster Boards 
342. Stoneware Jars and Bowls Kundics 
343. Sah Glazed Sewer Pipes 
3'14. Asbestrs Pipes & Fitttngs for House-
hold ptir])oscs only ;ind according to 
IS I specification 
345. Glazed Tiles upto 10 Cms. x 10 cms. 
346. Reinforced Cement Concrete Pipes upto 
100 cms. Dia 
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348, 
349. 
350. 
351, 
352, 
353, 
354. 
355, 
356. 
357. 
358. 
359. 
360. 
361. 
362' 
363. 
364. 
365. 
366. 
367. 
368. 
369. 
370, 
371, 
372. 
373. 
374. 
375. 
376. 
'577. 
378. 
37!). 
380. 
381. 
382. 
383. 
384 
385. 
386, 
387. 
388 
389. 
390. 
391. 
Graphite Crucibles-upto 500 nos. 
Silicon Carbide Crucibles upto 100 nos. 
Mechanical Engineering excluding 
Transpor t Equ ipments 
Manhole Covers-C.I. 
Weights 
Circlips 
Bright Bars 
Pres.sure Die Castings upto 4 kg, 
M. S. and C. I. flanges 
Conduit Pipes Metallic 
Flexible Metallic Pipe upto 35 m.m. dia 
for non pressure applications 
Standed Wire 
Machine Shop Vices 
Mechanical Jacks upto 30 tormes 
Hydraulic jacks upto 30 tonnes capacity 
Signal ladders 
Street Light Fittings 
Steel Almirah 
Steel Vaults, Safes and Cash Boxes 
Meat and Food Safes-Metallic 
Metal Cabinet.s-all tj^pes 
Steel trunks 
Tin containers unprinted-other than Ots 
and Cans upto 18 litres capacity 
G. 1. Buckets 
Barrels upto 60 litre cap 
Drums upto 60 litre cap. 
Tin trays 
G. 1. Bath tubs 
Dust Bins 
S.uiitay l'"ixtures-Metal'ic 
fldcks and \',\lu('s-w.itcr pipe fittings 
.M. S. pipe- fittings upto 100 m. m dia. 
Pressure Stove 
Wick Stoves 
HiuTicanc Lanterns 
Signals Lamps 
Hand Lamps 
Shoe Eyelets 
Shoe Tacks 
Umbrella ribs and fittings 
Zip Fasteners-Metallic 
Tin Cutlers 
Belt Fasteners 
Snap Fasteners 
Pilfer proof caps 
Gun Cases 
392. Doors, Windows and Vantilators 
Metallic 
393. Rolling Shutters 
394. Lantern Posts and Bodies 
395. Aluminium Furniture 
396. Adjustable Beds-Hospital 
397. Iron and Steel Cots-All Types 
398. Storage Cupboard-Iron and Steel 
399. Racks—All types including Angular 
Racks Iron and Steel 
400. Wheel Chairs for Invalids 
401. Steel Chairs—All Types 
402. Steel Tables—Hospital 
403. Steel Tables—All other Types 
404. Trolleys —Railway Platform Drinking 
Water 
405. Trolley—Iron and Steel-Hospital 
406. Strechers Iron and Steel 
407. Storage Bins—Steel 
408. Steel Furniture—All otlier types 
409. Hackshaw Frames 
410. Pliers 
411. Screw Drivers 
412. Spanners 
413. Hammers 
414 Anvils 
415. Wood Working Saws 
416. ^Vrenches 
417. Knivc:> .-.nd sjiearing blades ( AH t\-pc^ 
including those of met.d, jiaijer, bainlsoo 
and wood for m-mual opcr.itionj ) 
418. N-ii[ Pullers 
419 C:hiscls 
420. I'hirrrs 
1 2 1 , \\"\>\- c ' l i i c i s 
•122. Oth'T hand'ools for hi ick smith)-. 
Carpentry, llancUurging etc. 
423. Bolts and Nuts-except high tensile and 
other special types 
424. Rivets of AU t\'peh—including bifurcated 
425. Wire adjusting screws 
426. Tumbler Locks 
427. I' id Lock-. 
428. Safe.'Cabinct locks 
429. Door Locks 
430. Locks Bicycles 
431. Other Locks ( e.xcejn for autonioljiles ) 
432. Chains Washing 
433. Persian Wheels 
322 434. Chaff cutters 
435. Chaff cutter blades 
436. Animal Driven Implements 
437. Crow Bars 
438. Plough Shears/Iron Plough 
439. Cultivators 
440. Disc Harrows 
441. Insecticide Dusters Manual 
442. Insecticides Sprayers Manual 
443. Forks 
444. Hoes 
445. Levellers 
446. Mowers 
447. Pickers-Metallic 
448. H a n d Pumps 
449. Seed Treaters 
450. Hand Shovels 
451. Sickles 
452. Seed Bins 
45^3. Water Lifters 
454. Kudal i 
455. Other Agricultural Implements 
456. Wire Nails 
457. Panel Pins 
458. .Wood Screws 
459. Machine Screws except Socket Head 
and Special Types 
460. Gate-Hooks 
461. Shoe Nails Animal 
462. Hob Nails 
463. Builders Hardwares 
464. Nnil Cutters 
465. Metallic Washers 
466. Barbed Wiic 
467. Sl'oons Cutler)-
468. Foiks-Cutlery 
469. Knives-Table/Household 
470. Bread Cutters 
471. Other Cutleiy Items 
472. Domestic Utensils-Brass 
473. Domestic Utensils Aluminium 
474. Domestic Utensils-Bell. Metal 
475. Domestic Utensils-Copjjer 
476. Domestic Utensils-Iron 
477. Don^cstic Utensils-Silver 
478. Demestie Utensils Bronze 
489. Domestic Utensils-German silver 
490. Gas Appliances such as Cooking Ranges 
ovens etc. 
481, 
482 
483, 
484. 
485, 
486. 
487. 
488. 
489. 
490. 
491. 
492. 
493. 
494. 
495. 
496. 
497. 
498. 
499. 
500. 
501. 
502. 
503. 
504. 
505. 
506. 
507. 
508. 
509. 
510. 
511, 
512. 
5J3. 
514. 
515. 
516. 
517. 
Gas Lighters-Machanical 
Razors 
Safety Pins 
Watch Straps-Metallic 
Beam Scales 
Postal Weighing Scales 
Expanded Metal 
Welded Wire Mesh-Except for expansion 
of existing units 
Wire Gauze and Wire Netting (Metallic 
thicker than 100 mesh size and upto 2 
meter width ) 
Steel Wool 
Hair Pins 
Metel Fittings for leather goods and 
garments 
Ghamelas 
Blacksmitli Hearths 
Brass Dampers 
Measuring Tapes-Steel 
Lamp Holders 
Winnowers upto 5 H P Motive Power 
Wheat and Rice Thrashers upto 5 H P 
Motive Power 
Seed Cleaners upto 5HP Motive Power 
Grain Driers upto 5 H P Motive Power 
Shell Huskers upto 5 H P Motive Power 
Seaper» upto 5 H P Motive Power 
Cotton Dehntig Machine upto 5 HP 
Motive Power 
Seen Drills upto 5 H P Motive Power 
Other Agricultural Machinery upto 
5 HP Motive Power 
Low Speed Gear for use in .'\grirullurnl 
Marliines Thrashers made of cast iron/ 
mild itcel non heat treated 
Diesel engines upto 15 H P slow spfcd 
Rice and Dal Mill Machinery 
Oil Crushers 
Oil Crusher Parts 
Concrete mixers upto 3 cubic metre 
capacity 
Band saw blades foi' cutting wooden logs 
Room cooler-Desert type 
Air Conditioning Ducting, Louvers 
Grills and other Sheet Fabrication in 
Air Conditioning 
Centrifugal pumps size 10 cm. X 10 cm. 
Air compressors upto HP for spray 
painting repair shops 
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518. Simple core pulley driven lathe upto 
2000 m m Bed Length 
519. Turning Boring and threading add as 
small single of multiple operation 
devices. 
520. Bench Grinder upto 300 mm Diameter 
521. Power Hacksaw-Mechanical 300 mm 
blade size 
522. Coolant pumps etc. 
523. Steadies 
524. Dog Plates 
525. Machine Vices-Machine Tool 
Accessories 
526. Carbide-tipped tools single point brazed 
Carbide bits purchased from 
manufactures • 
527. Weighing Machines/Weigh Bridge 
ordinary 
528. File Mechanism 
529. Sewing Machines-Domesitc Hand 
operated conventional type 
530. Household knitting machine 
531. Absolute Filters for Biological and 
Air conditioning appliances 
532. Duplicating machine-other than speical 
t^-pe 
533. Bottle Washers 
534. Satchet Filling Machines for Pouches 
535. Sheep Shearing Machines 
536. Double can mixer-Dairy equipment 
537. Micro Putveri.ser-Dairy Equipment 
538. Rotary Drier-Dairy Equipment 
539. Basket type Centrifuges-Dairy 
Eqiupment 
540. Milk CooHng and Gliee setting 
(•(liii|)ment D.iiry c<|uipmfnt 
541. Evap.)rating Pans-Dairy Equipment 
542. Butler Churn-Dairy Equipment 
543. Curd Mills Dairy Equipment 
544. Agitators-Dairy Equipment 
545. Storage Tanks for Dairies 
546. .*L11 Poultry equipments 
Electr ical Machines Appliances & 
Apparatus Including Electronics 
Electr icals 
547. Potential Transformers 11 KV except 
for captive consumption 
548. Current Transformer 11 KV except for 
captive consumption 
549. Boostei-s 
550. Voltage Stabilizer-Domestic type 
551. Electric Motor 1 H P to 10 H P - A C 
except special types 
552. F H P Motor AG excluding special types 
553. PVG Wires—Domestic type 
554. V I R Wires—Domestic type 
555. Table Fans 
556. Exhaust Fan upto 460 mm. 
557. Miniature vaccum bulbs 
558. Torch bulbs—other then pie-focussed type, 
559. Radio Panel Bulbs 
560. Cycle Dynamo Bulbs 
561. Decoration Bulbs 
5G2. Electric Irons—Ordinary/Auto&team upto 
3-.6S K g . 
563. Electiic Stoves upto 3 K W 
564. Hot Plates/Boiler Plates upto 5 Nos. 
upto 4 K W 
565. Cooking Ranges upto 4 hot plates/boiler 
plates with/without baking oven hot 
cases upto 4 K W 
566. Storage Water Heaters/Gysers, 
upto 100 litres capacity/upto 3 K W 
567. Eletric Kettles—Sauce Ptin/Ring Types 
upto 1 70 litres' 
5G8. Mixers-Grinder such as Meat .Mincer, 
Juice Extractor, Gap. of J a r 1 litre HKIX. 
upto 500 W.itts 30 ininutes rating 
569. Hai r Driers - All types 
570. Hot Cases upto 113.2 litres. 
571. Hot \ i r Blowci-s'Heat convertor 
uptii 2 K W upto Fan size 26 cm. ' 
20 cm x 6 cm. 
572. Room Heaters, upto 3 K W 
573. Egg Boilere upto ^ dozen eggs 
574. Water Boilers upto 100 litres capacity 
575. Espresso Coflec Alakcrs upto 1.70 
litres capKicity 
576. Immersion Water Heaters upto 3 K W 
577. Food Wai-mer Trays upto 500 watts 
57R. Ftcrtrical Auto Tandoors 
579. Bread Toastri-s ordinai-)'/Auto senii-
Auto-upto cn]>. 6 slices 
580. Ice Grenni nxikcrs cap. 1 litre for use 
with donvcstic rcfrigeratoi's 
5S\. W.ishing machine \vith/withoul spin 
di-irrs upto 3.63 kg. cap/upto 3 KW 
324 582. Baking ovens with/without provision 
for roasting/grilling upto 56.6 litres & 
1 KW 
583. Electrical Light Fittings Reflectors 
584. Electrical Wiring Accessories 
585. Electrical Light Fitting Chokes 
586. Electrical Light Fittings Starters 
587. A.A. Conductors upto and including 
19 strands 
588. A.C.S.R. conductor upto and including 
19 strands 
589. Air Break Off-load isolators/upto 11 K 
Including Gang operated 
590. Carbon Brushes manufactured from 
Carbon block 
591. Black Adhesive insulating tape-
electrical use 
592. Emergency Lamps 
593. Electric Transmission line hard-ware 
and Conductor accessory other than 
those manufactured in melleable casting 
& performed tubes 
594. Metal Clad Switches upto 100 Amps/ 
Miniature circuit breakers 
Electrical Equ ipments and 
Components 
595. Radio/Car Radio low cost upto Rs. 250/-
Eacii 
596. TV Antennas 
597. TV Tuners 
598. T V Games 
599. T \ ' Boosters Amplifiers 
600. R.idio & T V Coils 
601. Aniplificis for Entertainment and Public 
Address system 
602. Assembly of Loudspeakeis 
603. Electronic Cigcretie Lighters 
604. Inverters & convenors upto 
500 Volts Amperes 
605 Regulated DC Power supplied upto 
0 .01% legvdation 
606. Electronic Fan Regulators 
607. Dimmeis & Twilight Switches 
608 Digital Clocks 
609. \N'iie vvoimd Resistors other than 
professional types 
610. IF transfomicrs 
611. Air Trimmers for Professional use 
612. Tran-sistor Headers 
613. Telescopic Aerials for Radio Receivers 
614. Batteiy Eliminators 
615. Electronic Flashgun 
616. Hearing Aids 
Transport E q u i p m e n t s Boats a n d 
Truck Body Bui ld ing 
617. Wooden Boats —Body Building 
618. Tinik Body Building—Wooden 
structures 
619. Seats for Buses and Trucks 
Auto Par t s C o m p o n e n t s and 
Anci l lar ies and Garage Equipment 
620 Window Channels—Auto 
621. Wiring Harness 
622. Arms and Blades of Wind shield wipers 
623. Grease Nipples 
624. Gun Metal Bushes 
625. Bulb Horns 
626. Hub Gaps Auto 
627. Hose Pipes and Radiators Hoses Auto 
628. Horn Buttons 
629. King Pins/Shackle pins Automobile use 
630. Auto Leaf Springs 
631. Luggage Carrier 
632. Ornamenta l Fitting—Auto 
633. Brake and pedal pads -Auto 
634. Automobile Radiators —except for 
expansion on merits dereseved if it is 
made of aluminium 
635. Radiator Gr i l l - -Auto 
636. Rear Vifw Mirrors —Auio 
637. Scat Cushion 
638. Steering Wheels—Auto 
639. Sun Shades - Auto 
640. Side Lamp Assembly—Auto 
641. Spot Lamp Assembly—Auto 
642. Tail Lamp Assembly - Auto 
643. Ash Trays - Car fittings 
644. Battery Cell Tester 
645. Battery Cables and fittings 
646. Electrical Fuse Boxes - Auto 
647. Electrical Fuses - Auto 
648. Exhaust Mufflers - Auto 
649. Fan Bells 
650 Fuel Tank Caps - Auto 
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651. Fuel Lines - Auto 
652. Handles & Locks Auto 
653. Armature Tester • 
654. Battery Terminal Lifters 
655. Condensers and Resistance testers 
656. Fenders spoons and Hammers 
657. Feeler Gauges 
658. Flaring Tools 
659. Gear Flushers 
660. Puller of all types 
661. Ring Expanders 
662. Ring Compressors 
663. Screw Extractors 
664. Spark Plug Tester and Cleaners 
665. Stud Removers - Extractors 
666. Toe in Gauges 
667. Tyre valve PuUout tools 
668. Tube Cutters 
669. Flanging tools 
670. Valve Lifters 
671. Valve Replacing and Resetting Tools 
672. Chamber Testing Equipment 
673. Painting equipment like spray guns etc. 
674. Grease Guns 
675. Tyre inffators - both hand and foot 
operated 
676. Electric Horns - Auto 
677. Other Auto Rubber Components 
678. Spokes and Nipples Auto Cycle 
679. Sun Visors - Auto 
Bicycle Parts , Tr icyc le and 
P e r a m b u l a t o r s 
680. 
681. 
682. 
683. 
684. 
685. 
686. 
687. 
688. 
689. 
690. 
691. 
692. 
693. 
Cycle frames 
B B Axels 
B B Cu]5S 
B B Shell 
Bicycle Tube Valves 
Handles Bicycle 
Bolts and Studs and Screw -
bicycle 
Bells - Bicycle 
Carrier - Bicycles 
Chains - cycle 
Chain Wheels and Adjuster 
Lamps - bicycle 
Chain covers 
Cones, Hub Cones - bicycle 
all types 
- bicycle 
694. 
695. 
696. 
697. 
698. 
699. 
700. 
701. 
702. 
703. 
704. 
705. 
706. 
707. 
708. 
709. 
710. 
711. 
712. 
713. 
714. 
715. 
716. 
717. 
718. 
719. 
720. 
721. 
722. 
723. 
724. 
725. 
726. 
727. 
cycle 
- cycle 
cycle 
728. 
729. 
730. 
731. 
Cotter Pins Cycles 
Crank Shafts - Cycle 
Crank Forgings 
Cycle Dynamos 
Crown outer Covers - cycle 
D . Nuts - cycle 
Eye Bolt Cups - Cycle 
Fork blade crown cover • 
Fork Handles - cycle 
Frame Collars - cycle 
Guide Pins - cycles 
Hand le Bar Grips 
Hub Oil clips - Bicycle 
Hub Axlle Nuts - Bicycle 
Lock Nuts & Rings - Bicycle 
Lugs - All types - bicycle 
Mudguards - bicycles 
L a m p Brackets - bicycle 
Pedal assembly 
Saddle - cycle 
Shackle Rivets -
Stands - cycle 
Spokes & Nipples - cycle 
Hubs and Cups - bicycle 
Rims - cycle 
Other cycle parts and accessoi ics 
except free wheel 
Tricycles 
Tricycles - parts and accessoiles 
Pci ambulator 
Pcrambulaloi p,nis and acccsioiics 
Misce l laneous Transport 
E q u i p m e n t s 
Hand and aiunial d iawn cani . 'uc 
fittings, tonga paits and wJiecIs rings. 
Wheel Barrows 
Animal Drawn Vehicles 
Hand-drawn cans of all typc^ 
M i s c e l l a n e o u s 
M a t h e m a t i c a l and Survey 
I n s t r u m e n t s 
Alidades 
Chain Lmc Base .Mcasuiing A]5p,iratus 
Cross Stall 
Compass Piisnialic 
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732. Dividers 
733. Drawing Boards 
734. Dumpy Levels 
735. Drawing lustruments—Engg. 
736. Diagonal Scales 
737. Engineers Level 
738. Engineering Scales 
739. French Corners 
740. Ghat and Reed Tracers 
741. Measuung Chain 
742. Optical Square 
743. Protractors 
744. Plane Metres 
745. Plane Table Equipments 
746. Ranging Rod 
747. Fla t Rule 
748. Set Square 
749. Slide Rule 
750. Sextant 
751. Triangular Scales 
752. Tee 
753. T-Squares 
754. Callipers 
755. Drafting Machine for Designmg and 
Drawing Offices 
756. Othei Drawing Mathematical and 
Sui-vey Inst: uments excluding 
Theodolites. 
Sports Goods 
757. All types of Spoiti nets 
75U. Shuttle Cocks 
759. Hn(ke\ Sticks 
760. I'lotcctivc L([uipini'iilb i<jr spoils like 
r . ids . Cilovcs, etc. S<>ft Lcalhcr (^oods. 
761. Duinbbles and Chest Expandeis 
7G2. Cnckct and Hockey Balls 
763. Foot Ball, Volley Ball and Basket Ball 
Covcis 
Stationery I t e m s 
7uk Wiitii'g Inks and Fountain Pen Inks 
7()3. B.ill Point Pens 
7b(j Finiiitam Pens 
767. Pen Xibs 
768. rouiUain Pens and Ball pens 
com[)onents excluding metallic tips 
709. Pv.ncils 
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770. Hand Stapling Machine 
771. Paper Pins 
772. Carbon paper 
773. Typewriter ribbon 
774. Hand numbering machines 
775. Pencil sharpners 
776. Pen Holders 
Clock and Watches 
777. Clocks-Wall clocks, Pcudulam Type 
both witli mech, movement, 
transistoriescd movement except lever 
type clocks 
778. Time- pieces mechanical winding with 
a larm conventional 
779. Watch dials except ornamental high 
priced dials-simple dials 
OTHERS 
780. Umbrellas 
781. Hypodermic needles 
782. Sterlisers-stainless Steel and aluminium 
7o3. Microscope student and medical use 
784. Water Meters 
785. Pressure Gauge upto 3.52 kg. per sq.cm, 
786. Revolution.Counters Mech. 
787. Liquid Level Controller 
788. Thermometers upto 150 C. 
789. Photographic Enlargers and slide 
790. Projector including over head projectors 
but excluding profile projectors 
791. Wire Brushes 
792. Paint Brushes 
793. Hair Bmsheb 
794. Fibic Bruilies 
795. Toodi Brushes 
796. Brushes-Xalural Bristles 
797. Other Brushes 
798. Mechanical Toys 
799. Non-mechanical toys 
800. Cufhings, Tie Pins, Metallic Drcss. 
buttons and buckles 
801. Sjioctacle Hinges 
802. Absorbent Cotton 
803. Cigarette Lighter 
80K Water soluable wood ]-)rc:icrv,iti\'e.-. 
ijased on copper, cluome, arsonic 
boric compounds 
805. Sterate of Aluminium 
806. Sterate of Magnesitim 
807. Sterate of Calcium 
808. Sterate of Zinc 
809. Methyl salicylate ( based on purchased 
salicylic acid ) 
810. Halogenatcd Hydroxy Q_uinalines 
( starting from 8 Hydroxy Quinalines ) 
except for integrated schemes for the 
manufacture of 8 Hydroxy quinalines 
811. Simple glass mirrors excluding specified 
specialised glass mirror such as those 
meant for optical instruments etc. 
812. Glass marbles ( All type ) 
813. Lime ( other than captive consumption) 
814. Hydrated Lime ( other than captive 
consumption ) 
815. Stainless steel utensils 
816. Harvester, grader boler and odier, 
earth moving blades used in 
agricultural machines. 
81 7. Cotton Ginning Knives 
818. Tea Cutting knives 
819. Three knives tr immer and enx'elop 
cutters 
820. Clicking knives for leather indust!7 
821. Chopping knives and lancets for mach 
factoiy 
822. Plastic sltredding and Grauubit ing 
knives 
823. Knives and shearing blades ( all type 
including those for jnelal, pai)er, 
B.nnboo and wood for hand operated 
machines ) 
824. Doctor bLidcs 
825. Stainkss steel refiner/bar knives 
826. Eleetroformcd screen.^/liners used 
in the chemicals and sugar industries 
827. T V Deflection components 
828. Pick up cartridges 
829. Cast Brass wateh cases-Polished 
and plated 
830. Bone meal ( except captive consumption 
foi 100% e.Kpoit ) 
831. Crushed bones ( exce])t cajJtive 
consumption for 100%exjK)it ) 
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Appendix II 
PURPOSEWISE SANCTIONS AND DISBURSEMENTS BY ARDC 
Purpose 
Minor irrigation 
Land Development 
Farm Mechanisation 
Plantation and 
Horticulture 
Dairy 
Poultry, Sheep 
breeding. 
Piggeries 
Fisheries 
Storage and 
Market yards 
Others 
TOTAL 
1963-
69 
13 
14 
-
2 
-
-
-
1 
-
30 
1969-
74 
242 
14 
7 
9 
2 
_ 
2 
10 
-
286 1, 
1974-
79 
648 
28 
179 
20 
18 
8 
19 
81 
16 
,017 
1979-
80 
227 
10 
92 
21 
10 
11 
10 
15 
16 
412 
1980-
81 
265 
13 
110 
24 
11 
14 
10 
16 
36 
499 
Cumulative dis-
bursement (as 
on March 31, '82) 
1,562 
85 
466 
105 
53 
41 
46 
128 
62* 
2,549 
(61.3) 
(3.3) 
(18.3) 
(4.1) 
(2.1) 
(1.6) 
(1.8) 
(2.1) 
(2.4) 
(100,0) 
* Of thes^, Rs.34 crores were disbursed under IRDP. Figures 
in brackets indicate percentage to total. 
Source; (1) State Bank of India Monthly Review, Bombay, 
October, 1981, vol.XX, No.10, pp.418-419. 
(2) The Economic Times (Supplement) , New Delhi, 
vol. IX, No.92, June 26, 1982, p.I. 
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Appendix III-P 
RANKING OF REGIONAL RURAL BANKS BY NUMBER OP 
OPERATING BRANCHES IN EASTERN UTTAR 
PRADESH 
S .No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
Rank 
1 
2 
3 
4 
5 
6 
7 
7 
8 
Name of Regional Rural No, 
Bank 
Gorakhpur Kshetriya Grain Bank, 
Gorakhpur 
Samyut Kshetraiya Gramin Bank, 
Azamgarh. 
Sultanpur Kshetriya Gramin Bank, 
Sultanpur. 
Ballia Kshetriya Gramin Bank, Ballia. 
Sharavasthi Kshetriya Gramin Bank, 
Bahraich. 
Basti Gramin Bank, Basti 
Kashi Gramin Bank, Varanasi. 
Gomti Gramin Bank, Jaunpur. 
Pratapgarh Kshetriya Gramin Bank, 
,of Operating 
Branches 
• 
124 
100 
52 
48 
43 
41 
40 
40 
Pratapgarh. 33 
10 9 Allahabad Kshetriya Gramin Bank, 
Allahabad. 28 
11 10 Faizabad Kshetriya Gramin Bank,Faizabad. 27 
12 11 Devi Patan Kshetriya Gramin Bank, Gonda. 22 
Average Number of branches for: 
Al l - Ind ia (124 Regional Rural Banks) 42 
All-U.P. (29 Regional Rural Banks) 45 
Regional Rural Banks in Eastern Uttar Pradesh 50 
Standard Deviation 29.48 
Coeff ic ient of va r i a t ion 58.56 
Source: Compiled by the Researcher on the basis of data 
supplied by the Directorate of Institutional 
Finance, Uttar Pradesh, Lucknow. 
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Appendix I I I - Q 
Ranking of Regional Rural Banks i n Eas te rn U t t a r 
Pradesh by t h r e e C r i t e r i a t o 
d e p o s i t s 
(As on 31 December, 1982) 
By amount of d e p o s i t s 
Name of Regional Rural Bank Amount 
1 Gorakhpur Kshet r iya Gramin Bank, Gorakhpur. 
2 Samyut Kshet r iya Gramin Bank, Azamgarh. 
3 B a l l i a Kshet r iya Gramin Bank, B a l l i a . 
4 Su l t anpu r Kshe t r iya Gramin Bank, Su l t anpur . 
5 ShravdSthi Gramin Bank, Bahraich . 
6 P ra tapgarh Kshet r iya Gramin Bank, P ra t apga rh , 
7 Bas t i Gramin Bank, B a s t i . 
8 Allahabad Kshet r iya Gramin Bank, Al lahabad. 
9 Devi Pa t an Kshet r iya Gramin Bank, Gonda. 
10 KashJL Gramin Bank, V a r a n a s i . 
11 Faizabad Kshe t r iya Gramin Bank, Fa izabad . 
12 Gomti Gramin Bank, Jaunpur . 
2 ,876.78 
1,459.28 
767.42 
702.00 
271.84 
224.21 
197.22 
153.34 
149.93 
149.39 
130.84 
128.66 
Average; 
A l l - I n d i a (124 Regional Rural Banks) 
A l l -U .P . (29 Regional Rural Banks) 
In Eas te rn U t t a r Pradesh 
Standard Devia t ion 
Coef f ic ien t of V a r i a t i o n 
465.32 
480.19 
602.58 
792.81 
131.57 
(Gbntd.) 
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By amount o f d e p o s i t p e r b r a n c h 
Name of R e g i o n a l R u r a l Bank Rank Amount 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
Devi P a t a n K s h e t r i y a Gramin Bank, Gonda. 
S h r a v a s t h i Gramin Bank, B a h r a i c h . 
Gorakhpur K s h e t r i y a Gramin Bank, gGorakhpur . 
B a s t i Gramin Bank, B a s t i . 
P r a t a p g a r h K s h e t r i y a Gramin Bank, P r a t a p g a r h . 
F a i z a b a d K s h e t r i y a Gramin Bank, F a i z a b a d . 
B a l l i a K s h e t r i y a Gramin Bank, B a l l i a . 
A l l a h a b a d K s h e t r i y a Gramin Bank, A l l a h a b a d , 
Samyut K s h e t r i y a Gramin Bank, Azamgarh. 
KasM Gramin Bank, V a r a n a s i . 
Gomti Gramin Bank, J a u n p u r . 
12 S u l t a n p u r K s h e t r i y a Gramin Bank, S u l t a n p u r . 
20 .99 
17 .46 
1 4 . 3 8 
1 2 . 9 0 
11 .46 
1 0 . 7 1 
9 .89 
9 . 7 2 
9 . 2 9 
8 .57 
6 . 8 0 
5 .87 
Average : 
A l l - I n d i a (124 R e g i o n a l R u r a l Banks) 
A l l - U . P . (29 R e g i o n a l R u r a l Banks) 
I n E a s t e r n U t t a r P r a d e s h 
S t a n d a r d D e v i a t i o n 
C o e f f i c i e n t o£ v a r i a t i o n 
3 .66 
1 1 . 5 0 
4.08 
35.48 
(ODntd. ) 
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Appendix I I I - Q ( C o n t d ) . 
By numti>er of D e p o s i t Account 
Rank Neme of R e g i o n a l R u r a l Bank Number 
1 G o r a k h p u r K s b e t r l y a Gramln Bank, Gorakhpur . 
2 Samyut K s h e t r l y a Gramln Bank, Azamgarh. 
3 S u l t a n p u r K s h e t r l y a Gramln Bank, S u l t a n p u r . 
4 B a l l l a K s h e t r l y a Gramln Bank, B a l l l a . 
5 P r a t a p g a r h K s h e t r l y a Gramln Bank, P r a t a p g a r h . 
6 Gomtl Gramln Bank, J a u n p u r . 
7 Kashl Gramln Bank, V a r a n a s l . 
8 A l l a h a b a d K s h e t r l y a Gramln Bank, A l l a h a b a d . 
9 S h r a v a s t h l Gramln Bank, B a h r a l c h . 
10 B a s t l Gramln Bank, B a s t l . 
11 F a l z a b a d K s h e t r l y a Gramln Bank, F a l z a b a d . 
12 Devi P a t a n Gramln Bank, Gonda. 
2 , 0 1 , 4 9 3 
1 , 5 7 , 0 9 7 
1 , 1 9 , 5 1 8 
7 7 , 6 2 0 
19 ,555 
1 8 , 9 2 8 
17 ,434 
1 5 , 7 7 0 
15 ,568 
15 ,282 
1 2 , 2 2 1 
7 , 1 4 2 
Average ; 
A l l - I n d i a (124 R e g i o n a l R u r a l Banks) 
A l l - U . P . (29 R e g i o n a l R u r a l Banks) 
I n E a s t e r n U t t a r P r a d e s h 
S t a n d a r d D e v i a t i o n 
C o e f f i c i e n t of v a r i a t i o n 
4 3 , 5 6 6 . 3 0 
5 4 , 7 5 3 . 1 3 
5 6 , 4 6 9 . 0 0 
6 9 , 0 1 2 . 0 8 
' 1 2 2 . 2 1 
S o u r c e : Compiled oy t h e R e s e a r c h e r on t h e o a s i s of t h e d a t a 
"" s u p p l i e d by t h e D i r e c t o r a t e of I n s t i t u t i o n a l F i n a n c e , 
U t t a r P r a d e s h , Lucknow. 
Rank 
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Appendix I I I - R 
Progress of Regional Rural Banks i n Eas te rn U t t a r Pradesh 
by Three C r i t e r i a Re la t ing to D i r ec t 
Advances 
(As on December 3 1 , 1982) 
By amount of D i r e c t Advances 
Name of Regional Rural Bank Amount 
1 GJorakhpur Kshet3d.ya Gramin Bank, Gorakhpur. 2 ,174.12 
2 Samyut Kshet r iya Gramin Bank, Azamgarh. 943.23 
3 Su l t anpur Kshet r iya Gramin Bank, Su l t anpur . 751.26 
4 B a l l i a Kshet r iya Gramin Bank, B a l l i a . 623.72 
5 Shravas th i Gramin Bank, Bahraich . 165.40 
6 Bas t i Gramin Bank, B a s t i . 128.08 
7 Pra tapgarh Kshe t r iya Gramin Bank, P r a t a p g a r h . 110.47 
8 Gomti Gramin Bank, Jaunpur . 98.98 
9 Kashi Gramin Bank, V a r a n a s i . 89.86 
10 Allahabad Kshe t r iya Gramin Bank, Al lahabad. 75.76 
11 Gonda Kshe t r iya Gramin Bank, Gonda. 67.53 
12 Faizabad Kshe t r iya Gramin Bank, Faizabad, 43,95 
Average ; 
A l l - I n d i a (124 Regional Rural Banks) 
A l l -U .P . (29 Regional Rural Banks) 
In Eas te rn U t t a r Pradesh 
Standard Devia t ion 
Q D - e f f i c i e n t of V a t i a t i o n 
404.84 
363.77 
439.36 
491.44 
111.85 
( Gbntd.) 
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Appendix I I I - R (Contd.) 
By average amount p e r branch 
Rank Name of Regional Rural Bank Amount 
1 Bas t i Gramin Bank, B a s t i . 
2 
B a l l i a Kshe t r iya Gramin Bank, B a l l i a . 
3 Su l t anpu r Kshet r iya Gramin Bank, Su l t anpu r . 
4 Gorakhpur Kshet r iya Gramin Bank, Gorakhpur. 
5 Samyut Kshe t r iya Gramin Bank, Azamgarh. 
6 Shravas th i Gramin Bank, Bahra ich . 
7 P ra tapgarh Kshet r iya Gramin Bank, P ra t apga rh . 
8 Devi Patan Kshe t r iya Gramin Bank, Gonda. 
9 Allahabad Kshet r iya Gramin Bank, Al lahabad. 
10 Gomti Gramin Bank, Jaunpur . 
11 Kashi Gramin Bank, Vara n a s i . 
12 Faizabad Kshet r iya Gramin Bank, Fa izabad . 
31.23 
26.32 
14.45 
10.10 
9.43 
3.85 
3.35 
3.07 
2.70 
2.47 
2.28 
1.63 
Average: 
A l l - I n d i a (124 Regional Rural Banks) 
Al l -U .P . (29 Regional Rural Banks) 
In Eas te rn U t t a r Pradesh . 
Standard Dev ia t ion . 
Cb-e f f i c i en t of V a r i a t i o n . 
4 .65 
2.77 
9»24 
11.26 
121.86 
( Cbntd.) 
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Appendix I I I - R (Contd.) 
By number of accounts 
Rank Name of Regional Rural Banks Numbet 
1 Gorakhpur Kshe t r iya Gramin Bank, Gorakhpur. 
2 Samyut Kshe t r iya Gramin Bank, Azaragarh. 
3 Su l t anpur Kshe t r iya Gramin Bank, S u l t a n p u r . 
4 B a l l i a Kshet r iya Gramin Bank, B a l l i a . 
5 Shravas th i Gramin Bank, Bahra ich . 
6 Bas t i Gramin Bank, B a s t i . 
7 Gomti Gramin Bank, Jaunpur . 
8 P ra tapgarh Kshe t r iya Gramin Bank, P ra tapgarh . 
9 Kashi Gramin Bank, V a r a n a s i . 
10 Allahabad Kshet r iya Grandn Bank, Al lahabad. 
11 Devi pa tan Kshe t r iya Gramin Bank, Gonda. 
12 Faizabad Kshe t r iya Gramin Bank, Fa izabad. 
2,15,192 
41,206 
36,190 
23.699 
6,535 
5,622 
4,409 
4,012 
3,764 
2,^752 
2,476 
1,669 
Average: 
A l l - I n d i a (124 Regional Rural Banks) 
All-U.P (29 Regional Rural Banks) 
In Eas te rn U t t a r Pradesh . 
Standard Devia t ion 
Co-e f f i c i en t of V a r i a t i o n . 
23 ,136.31 
21,067.65 
28,952.17 
1,75,624.59 
606.60 
Source; Compiled by the Researcher on t h e b a s i s of t h e da ta 
supp l ied by t h e D i r e c t o r a t e of I n s t i t u t i o n a l F inance , 
U t t a r Pradesh , Lucknow. 
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Appendix III-T 
RANKING OP REGIONAL RURAL BANKS IN EASTERN UTTAR 
PRADESH BY PERCENTAGE OF ADVANCE IN DEPOSIT 
(AS on December 31, 1982) 
Rank Name of t h e Regional Advance Depos i t 
Rura l Bank R a t i o 
1 Su l t anpu r K s h e t r i y a Gramin Bank, 
S u l t a n p u r . 107.00 
2 B a l l i a K s h e t r i y a Gramin Bank, B a l l i a . 81 ,03 
3 Goratl Gramin Bank, Jaunpur 76.90 
4 Gorakhpur K s h e t r i y a Gramin Bank, 7c; nn 
Goraphkur. /b .uu 
5 B a s t i K h s e t r i y a Gramin Bank, B a s t i . 64.90 
6 Saymut K s h e t r i y a Gramin Bank, Azaragarh. 64.60 
7 Kashi Gramin Bank, Varanas i 61.20 
8 Sh ravash t i Gramin Bank, B a h r a i c h . 60.80 
9 Al lahabad K s h e t r i y a Gramin Bank, 49 40 
Al lahabad . 
10 - P ra t apga rh K s h e t r i y a Gramin Bank, .^ __ 
P r a t a p g a r h . 4 y . j u 
11 Devipatan Kshetriya Gramin Bank, Gonda. 45.00 
12 Paiz-abad Kshetriya Gramin Bank, Faizabad 34.00 
Average for Regional Rural Banks 
All-India (124 Regional Rural Banks) 121.01 
All-U.P. (29 Regional Rural Banks) 68.10 
In Eastern Uttar Pradesh 64.03 
Standard Deviation 18.63 
Co-efficient of variation 29.10 
Source : Compiled by the Researcher on the basis of 
" data supplied by the Directorate of Institutional 
Finance, uttar Pradesh, Lucknow. 
• 
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